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INDEPENDENT AUDITOR'S REPORT

z

State Commlttee for School District Audlts
Members of the-Board of Education .-
Union County School District -~
Morganﬁeld Kentucky

) Report on the Financial Statéments

We have audited the accompanymg fi nanmal statements of the govemmental actw1t1es the busmess type actlvmes

_each major fund and the aggregate remaining fund infofmation bf the Union. County School District, as of and for the-
year ended ‘June 30, 2014, and the related notes. to the financial statements, which collectwely comprise the Umon .

County School Dlstnct's basic ﬁnanmalstatements aslisted i in the table of contents
. Management’s Responsrbmty for the Fmancral Statements

Management is respon5|b1e for the preparat:on and fair presentatlon of these financial statements m accordance with
- accounting principles generally dccepted in the United States of America; this includes the” design, implementation,

and maintenance of internal control relevant to the preparation and fair presentation of fi nancaal statements that are

free frem rr*aterlal mlsstatement whether due to fraud or error.
Audrtor's Responsrbmt]f

Cur responSIblhty is to express opln{ons on these t” nancxal statements based on our audlt We conducted our dudit int
accordance with’ auditing standards generally accepted in the:United States of America and the standdrds applicable
- to-financial audits contained in Govemnment Auditing Standards, issued by the Comptroller General of the United
States and the: audit requn'ements prescribed by the Kentucky State Committee-for School District Audits’ Fiscal Year
2013-2014 Financial Audit Contract. ‘Those standards and requirements requite:that we plan and perform the audlt to
obtam reasonable assurance about whether the financial statements are free of materlat mlsstatement

8"

An audlt involves performmg procedures to obtaln audit evidenceabout the-amounts. and dlscldsures in. the financial
statements: The procedures selected depend on the -auditor’s judgment, including the assessmint.of the risks of -

material misstateinént of the financial statements, whether due to fraud or error.  In making those tisk assessments,
“the auditor .considers internal control relevant to the entity's preparatlon and fair presentation of the financial
“statemients in order to des;gn audit procedures that are appropriate in the ‘circumstances, but not for the purpose of
. expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no-such opinion.

An audit also iricludes evaliiating. the approprtateness of accounting policies used and the reasonableness of

- significant accountmg estlmates rnade by management as well as evaluetmg the overall presentatlon of the financial
statements . .

" We' believe that the audlt ev:dence we have obtamed is suffi cuent and appropriate to provide a basis for our audlt
oplnlons - SR .

Opinions
In our oplnlon ‘the fi nanCIal statements referred to above present falrly. n all material respects the’ respectwe fi nanmal
- -position of the governmental activities, the business-type activities, each major fund, and the aggregate remaining
fund information of thé Union County School District as of June 30,2014, and the respective ‘changes in financial
" position, ahd, where applicable, cash flows thereof.for the year then ended in accordance with accounting pnnf:lp!es
generally accepted in the Unitéd States of Amenca
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's discussion
and analysis and budgetary comparison information on pages 3 through 7 and 37 through 39 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards'Board, who considers it to be an essential part of financiai
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management's responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

" Other Information

- Our audit was conducted for the purpose of forming opinions on the financial statementsthat collectively comprise the
Union County School District's basic financial statements- The combining and individual nonmajor fund financial
statements/schedules as-listed in the table of contents are presented for purposes of additional analysis and are not a

- required part of the basic financial statements. The schedule of expenditures of federal awards is presented for

purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits- of

States, Local Governments, and Non-Profit Organizations, and is also not a required part of the basic financial

statements.

The combining and individua! nonmajor fund financial statements/schedules and the schedule of expenditures of

- federal awards are the responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit-of the basic financial statements and certain additional procedures,
including .comparing and reconciling such information directly to the underiying accounting and other records used to
prepaie the basic financial statements or to the basic financial -statements themselves, and other additional
procedures i accordance with auditing standards generally accepted in the United States of America. In our opinion,
the combining and individual nonmajor fund financial statements and the schedule of expenditures of federal awards
are fairly stated in all material respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 22, 2014, on our
consideration of the Union County Schoo! District's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion onh internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards
in considering Union County Schoot District's internal control over financial reporting and compliance.

Do doortcedyeniny 348 .

Alford, Nance, & Jones, LLP
Madisonville, KY
" October 22, 2014



UNION COUNTY SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2014

As management of the Union County School District (District), we offer readers of the District’s financial
statements this narrative overview and analysis of the financial activities of the District for the fiscal year
ended June 30, 2014. We encoutage readers to consider the information presented here in conjunction with
the additional information found within the audit report.

FINANCIAL HIGHLIGHTS

» The District has maintained a solvent financial condition and has been able to withstand the
financial pressures of lower interest rates and numerous unfunded State mandates. Through budget
reductions, cost containment and community partnerships, total governmental expenses of
$22,726,348 are $1,017,230 less in comparison to the previous fiscal year. Although total
governmental expenses for the fiscal year have experienced a decrease, the General Fund
Unassigned Fund Balance slightly decreased $14,227. The district will contmue to monttor staffing
and all instructional and suppott programs

¢ In total, net position of the District increased §254,009. Net position of governmental activities
increased by $222,299, and net position of business-type activities increased by $31,710.

o Property assessments generated on July 31, 2013 and then certified to the District Board of
Education by the Commissioner showed total real and personal property valuation at $912,991,740
and motot vehicle valuation at $116,712,724. The real estate and personal property rate assessed
was 54.2 cents per $100 of assessed property. The total collected was $4,471,101. The motor
vehicle property tax rate was 55.7 cents per $100 of assessed property. The total collected was
$663,850.

o Districts are funded through the Support Education Excellence in Kentucky (SEEK) calculation. A
vital component of this calculation is the Average Daily Attendance (ADA). The District showed a
slight dectease in ADA of 1.2%. The final funding for ADA for fiscal year 2014 was $7,934,316.

o During fiscal year 2014 the District received $8,276,648 in state SEEK funding. This is $93,396 less
than the prior year. The guaranteed per pupil base was $3,827 compared to $3,833 for the previous
fiscal year. Transportation was not fully funded through the SEEK calculation during the fiscal year
2014. Transportation funding received in the amount of §873,426 was prorated at 58.8% of the
total cost of §1,484,923 with leaving a balance of unfunded costs of $611,497.

e Utility receipts increased 1% or $128,375 from the ptior year. The total collection for the year was
$1,411,650. During any given year the change can be attributed to a combination of usage,
fluctuating prices and rate of collection. The Department of Revenue collects the utilities tax on
behalf of the school districts in Kentucky for a fee not to exceed one percent.

¢ There was no across the board salary increase during the 2014 fiscal year. Rank and step increases
did apply to the salary schedule.

¢ Total assets of governmental activities increased slightly in the amount of $3,960. Capital assets
decteased $776,944 of which $706,357 was duc to depreciation expense, and $70,587 was the result
of disposal of assets. Offsetting the decreases in capital asscts was a combined increase in overall
cash and restricted cash of $1,074,670.



UNION COUNTY SCHOOL. DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2014

District facility activity during fiscal year 2014 included the completion of a paving project and a
roof replacement project at Uniontown Elementary School. The Uniontown Elementary School
roof replacement was considered construction in progress as of June 30, 2014. The District
continues to monitor facilities and refer to its long-range facility plan established with community
input as stipulated by the Kentucky Department of Educations’ regulations.

In January 2014 the Board issued bonds with a par amount of $355,000 for the Uniontown
Elementary School roof replacement project. The entire amount of $355,000 will be service by the
Kentucky School Facility Construction Commission.

The Annual Financial Report and 2014 Audit teport includes the on behalf payments in revenue due
to GASB 34 regulation. The revenuve amount was $4,074,246 of that amount $3,735,046 was
expensed to the General Fund, $140,841 Food Setvice, $43,434 Day Care and $154,925 was
expensed to the Debt Service Fund.

Overview of Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’s basic financial
statements. The District’s basic financial statements comprise three components: 1) govemment-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report also
contains other supplementary information in addition to the basic financial statements themselves.

Government-wide Financial Statements. The government-wide financial statements are designed to
provide the readers with a broad overview of the District’s finances, in a manner similar to a private sector
business.

The Statement of Net Position presents information on all of the District’s assets and liabilities,
with the difference between the two reported as net position. Over time, increases or decreases 1n
net position may serve as a useful indicator of whether the financial position of the district is
improving,

The Statement of Activities presents information showing how the District’s net position changed
during the most recent fiscal year. All changes in net position ate teported as soon as the undetlying
event giving rise to the change occuts, tegardless of the timing of the related cash transactions.
Thus, revenues and expenses ate reported in this statement for some items that will result in cash
flows in futute fiscal periods.

Both of these district-wide statements are divided into two district kinds of activities:

Government Activities — The government-wide financial statements outline functions of the
District that are pnncipally supported by property taxes and intergovernmental revenues
(government activities). The governmental activities of the District include instruction, support
services, operation and maintenance of plant, student transportation, and operation of non-
instructional services. The fized assets and related debt that are also supported by taxes and
intergovernmental revenues are reported in this section.

Business Type Activities - These services are provided on a charge for goods or services basis to
recover all of the expenses of the goods or services provided. The types of activities reported in this
category are the food service operations, childcate centers, and adult education courses. These

activities are funded through fees charged and supported by federal grants and federal commodities
used in the food setvice operations.
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UNION COUNTY SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2014

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. This is a state mandated
uniform system and chart of accounts for all Kentucky public school districts utilizing the MUNIS
administrative software system. The District uses fund accounting to ensure and demonstrate compliance
with finance related legal requirements. All of the funds of the District can be divided into three categories:
governmental, proprietary, and fiduciary funds.

* Governmental Funds - Most of the School District’s activities are reported in the governmental
funds that include: genera] fund, special revenue (grants), capital outlay, building fund (FSPK),
construction fund, and debt service fund. These funds are reported using 2n accounting method
called modified accrual accounting, which measures cash and all other financial assets that can readily
be converted into cash. The governmental fund statements provide a detailed short-term view of the
School District’s general government operations and the basic services it provides. Governmental
fund information helps determine whether there are more or fewer financial resources that can be
spent in the near future to finance educational programs. The relationship (or difference) between
govemnmental activities (reported in the Statement of Net Position and the Statement of Activities)
and governmental funds is reconciled in the financial statements provided.

» Proprietaty Funds - The proprietary fund includes the food service, childcare centers, and adult
education that are also found in the business type activities fund. These funds use the same basis of
accounting as business type activities; therefore, the statements for the proprietary fund will
essentially match.

* Fiduciaty Funds - The fiduciary funds are trust funds established by benefactors to aid in student
education, welfare, and teacher support. The District’s fiduciary funds are the school activity funds
maintained at the school level. The schools’ activity fund balances increased during fiscal year by
$55,461 ending the year with a total fund balance of $256,573.

*  Notes to the financial statements, The notes provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements.
These notes may either better explain data found m the financial statements or provide additional
information that is not found in the financial statements provided.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The largest portion of the District’s reflects its investment in capital assets (e.g. land and improvements,
buildings and improvements, vehicles, famiture and equipment) less any related debt used to acquire those
assets, which is outstanding at year-end.

The District’s financial position is the product of several financial transactions including the net results of
activities, the acquisiion and payment of debt, the acquisition and disposal of capital assets, and the
depreciation of those capital assets.



UNION COUNTY SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2014

Governmental Activities Business Type Activities
June 30, 2014 June 30, 2013 June 30, 2014 June 30, 2013
Current Assets $ 6,167,391 § 5,221,713 § 40,723 § 128,020
Capital or Non-current Assets 15,169,881 16,119,519 45970 45,970
Total Assets 21,337,272 21,341,232 86,693 173,990
Deferred Outflows of Resources 8,574 - - -
Current Liabilities 1,779,877 1,299,172 14,100 144,663
Non-current Liabilities 6,311,058 6,905,923 2,000 3,500
Total Liabilities 8,090,935 8,205,095 16,100 148,163
Investment in capital asset (net of debt) 8,419,270 9,584,321 45,970 38,849
Restricted 941,209 414,160 - -
Unrestricted 3,894,433 3,137,656 24623 34
Total Net Assets $ 13254912 § 13,136,137 $ 70,593 § 38,883

The total assets exceeded the total liabilities by $13.3 million dollars and which indicates that the District is
in a solvent financial position.

Governmental Activities Business- Type Activities
June 2014 June 2013 June 2014 June 2013
Program Revenues
Charges for services $ 115,449 § 164,230 § 560,226 § 600,328
Operating grants and contributions 2,514,368 2,626,704 1,040,055 1,039,280
Capital grants and conttibutions 598,950 647,338
Total Program Revenue 3,228,767 3,438,272 1,600,281 1,639,608
General Revenues
Taxes 6,956,489 6,904,359 - -
Intergovernmental 12,177,474 12,168,794 - -
Earnings on investments 5,740 5,240 717 101
Miscellaneous 478,901 606,090 - -
Total General Revenue 19,618,604 19,684,483 717 101
Total Revenues and Transfers 22,847 371 23,122,755 1,600,998 1,639,709




UNION COUNTY SCHOOL DISTRICT

MANAGEMENT DISCUSSION AND ANALYSIS

Program Expenses
Instruction
Support services.

Facilities acquistion and constructton -

Other
Interest on long-term debt
Food services
Adult education
Community Service
Total Program Expenses

Transfets

Increase (Decrease) in Net Assets

FOR THE YEAR ENDED JUNE 30, 2014

Governmental Activities

Business- Type Activities

June 2014 June 2013 June 2014 June 2013
12,272,816 14,015,009 - -
9,826,046 10,087,199 - -
1,599 - -

1,858 - -

236,582 276,382 - -
- - 1,421,747 1,524,404
236,191 235,217 199,120 217,989
22,573,493 24,615,406 1,620,867 1,742,393
(51,579 {36,000) 51,579 36,000
222,299 (1,528,651) 31,710 66,684

GOVERMENTAL FUND HIGHLIGHTS

® The beginning fund balance in the Governmental funds at July 1, 2013 was $4,628,117. The ending
fund balance as of June 30, 2014 was $5,105,832. This is a net decrease of §477,713 and was due to
the following: an increase in the General fund balance of $211,632 and an increase in the other
Governmental funds of $266,081.

¢ The Special Revenue fund expenditures for the year wete $2,546,664 million. The primary sources
of revenues for these grants were State Grants totaling $990,130 and Federal Grants totaling

$1,521,623 million.

¢ The Governmental Fund for Debt Service payments was a total of $§851,955 that included $685,000
for principal payments and $166,955 for interest.

CAPITAL ASSESTS AND DEBT ADMINSTRATION

Capital Assets

As of June 30, 2014 the district had $15,034,762 in capital assets. This included land, construction in
progress, school buildings, athletic facilities, maintenance facilities, transportation facilities, administrative
The cumulative total assets were $49.04 million with accumulated

facilities and other equipment.
depreciation of $34.70 million.

Summary of Capital Assets (net of accumulated depreciation)

Land

Construction in Progress
Land Improvements
Buildings & Improvements
Technology Equipment
Vehicles

General

Total Capital Assets

Governmental Business-Type Total

¥ 323,153 % - 3 323,153
375,080 - 375,080

404,644 - 404,644

11,834,364 - 11,834,364

535,484 5,043 540,527

884,013 - 884,013

632,053 40,928 672,981

b 14988791 § 45971 % 15,034,762




UNION COUNTY SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2014

Summary of Long-Term Debt

At the fiscal year-end the district had §7,236,275 in long- term debt with $6,700,000 in bonds outstanding, a
KSBIT assessment of $326,275, and compensated absences in the amount of $210,000.

Comments on General Fund Budget Comparisons
General Fund Revenues:

The total General fund operating revenues budgeted for fiscal year 2014 in the original budget was
$18,883,702. The final operating revenue budget for the General fund remained unchanged at $18,993,702.
The actual operating revenue received was $19,245,385. That is an increase of $251,683 over the final
General fund revenue budget.

General Fund Expenses:

The orniginal general fund budget for expenses was $19,815,177. The original contingency amount budgeted
in that total was $1,224,288. The final general fund budget for expenses was $19,815,177. The final
budgeted amount for contingencies was §1,224,288. The actual expenses for the general fund for fiscal year
2014 were $18,924,683. The district general fund had expenses under the final budget in the amount of
$890,494.

General Fund Budgetary Implications:

The legislative body of the State has not fully funded many of the mandates passed on to local school
districts. This has presented a significant financial challenge as the District has worked to fund an
assortment of mandates with inadequate state funding. This practice, over time, has placed a significant
strain on the District’s resources. The District maintains a contingency plan to deal with inadequacies 1n
state funding, but the contingency plan would only address funding shortfalls for a short term time period.
A long-term solution at the state level must be developed and enacted by the state legislature to ensure
adequate funding for I{entucky’s public school districts.

In addition, the time frames involved within the State of Kentucky’s budgetary process does not allow
management adequate time to make necessary adjustments to match revenue that will possibly be available.
The school district financial management team does not have accurate data to identify the sources of
revenues at the time the original budge: is prepared and presented for approval in May before the start of
the fiscal year. The state revenues or SEEK funds compose 54% of the annual general fund budget. The
SEEK tevenue will change numerous times from the onginal estimate grven to the district preceding the
start of the fiscal year. In addition, the management decisions to reduce programs and staffing must be
implemented several months before the start of a respective fiscal year.

Local taxes continue to provide approximately 35.4% of the annual general fund budget and are critical to
the General Fund. Both property and motor vehicle assessed values experienced an increase for the 2014

tax yeat. The growth and stability of the real estate market as well as industry activity is the county remains
critical in sustaining local tax revenues.

District Challenges for the Future

* The financial impact of declining enrollment has been a difficult challenge for the school district in
the past 21 years. Since 1992-93 the Union County School district has experienced a decline in
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UNION COUNTY SCHOOL DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2014

average daily attendance of approximately 978 students. This decline represents a 31% decrease
over this 21- year period and accounts for a decline i state revenue of approximately $3.6 million
dollars per year. The district’s student enzollment, which drives the majority of our funding, has
stabilized in the past few years. However, we are still experiencing a slight decrease in enrollment
yearly. We do not anticipate any significant decreases in the enrollment in the near future. However,
we and other school districts in Kentucky expedenced a decrease in funding due to the change
how the district’s attendance is presently calculated. The State Legislators of Kentucky continue to
pass an education budget that over the past few years significantly decteased our State education
funding. The state of Kentucky continues to rank behind the majority of states in teacher
compensation.

The challenge will be to continue to attract the very best teachers and to continue to deliver a quality
and ever improving education fot out students while experiencing a decline in revenues. In recent
yeats we have increased our beginning teacher salary schedule to become mote competitive to
surrounding districts. The District will be challenged financially as the state mandated 1% and 2%
pay raises for staff to be implemented during the fiscal years 2015 and 2016, respectively.

We completed our facility plan and as with most school distticts out unmet needs exceeds our
cutrent bonding potential. We do have some funds restricted in the general fund for limited
building projects or other projects. The implementation of Governmental Accounting Standards
Board) GASB 54 required the Board of Education to commit those respectve funds. The
management discussion includes the specific information related to GASB 34.

In the past three fiscal years the Union County School District’s unassigned General Fund beginning
balance has decreased by $1,751,357 or 44%. The passage of Senate Bill 1 requited many addittonal
funds to implement. However the State did not inctease our funding to meet this mandate.

The District cannot afford to spend above the operating revenue it receives in the General Fund. In
the upcoming budget cycle for fiscal year 2015 the management team in cooperation with the Board
of Educatton must develop and implement plans to reverse this trend in the General fund. A
significant part of that plan will be an ongoing review of staffing allocations, staff benefits and all
programs presently in place.

Report purpose and contact information:

This financial report is designed to ptovide our citizens, taxpayers, and investots and creditors with a
general overview of the School District’s finances and to show the School District’s accountability
for the money it receives. If you have any questions about this report or need additional
information, these inquities should be directed to:

Amy Motris, Director of Finance
Union County Schools at 510 South Mozgan Street, Morganfield, Kentucky
Phone: 270-389-1694 or Email: amy.morris@union.kyschools.us



UNION COUNTY SCHOOL DISTRICT

STATEMENT OF NET POSITION
JUNE 30, 2014
GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTAL
Assets
Current Assets
Cash $ 4,399,240 $ 597 4,399,837
Investments - - -
Accounts receivable:
Taxes 306.964 - 306,964
Accounts, net 153,500 - 153,500
Intergovernmental - state 8,779 - 9,779
Intergovernmental - federal 270,749 10,982 281,731
Due from other funds 1,655 - 1,655
Inventory - 29,144 29,144
Prepaid insurance 34,388 - 34,388
Restricted cash 991,116 - 991,116
Total Current Assets 6,167,391 40,723 6,208,114
Noncurrent Assets
Capital assets, net of accumulated depreciation 14,988,791 45,970 15,034,761
Prepaid interest 181,080 - 181,000
Total Noncurrent Assets 15,169,881 45,970 15,215,851
Total Assets 21,337,272 86,693 21,423 965
Deferred Qutflows of Resources
Deferred savings from refunding bonds 8,574 - 8,574
Total Deferred Qutflows 8.574 - 8,574
Liahilities
Current Ligbilities
Accounts payable 460,784 12,045 472,829
Due to other funds - 1,655 1,655
Accrued liabilities 113,533 - 113,533
Retainage payable 31,088 - 31,088
Uneamed revenue 213,081 - 213,0¢
Current portion of
Bond obligations 700,000 - 700,000
Accrued interest 28,097 - 28,097
Accrued sick leave 85,457 400 95,867
KSBIT Assessment 137 817 - 137,817
Total Current Liabilities 1,779,877 14,100 1,793,977
Noncurrent Liahilities
Noncurrent portion of:
Outstanding bonds 6,000,000 - 6,000,000
Accrued sick leave 122,600 2,000 124,600
KSBIT assessment 188,458 - 188.458
Total Noncurrent Liabilities 6,311.058 2,000 6,313,088
Total Liabilities 8,090,935 16,100 8,107,035
Net Position
Net investment in capital assets 8,419,270 45,970 8,465,240
Restricted for
Capital outlay 670,420 - 670,420
Encumbrances 260,968 - 260,968
Debt service 9,821 - 9,821
Unrestricted 3,894,433 24,623 3,919,056
Total Net Position 3 13,254,912 3 70,583 13,325,505

The accompanying notes are an integral part of the financial statements
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UNION COUNTY SCHOOL DISTRICT

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2014
Special Nonmajor Total
General Revenue Governmental Governmental
Fund Fund Funds Funds
Assets
Cash and cash equivalents $ 4,399,240 - $ 4.,399240
Receivables:
Taxes 306,964 306,964
Miscellaneous 153,500 153,600
Intergavernmental - Federal k3 270,749 270,749
Due from other funds 93,027 93,027
Prepaid insurance 34,388 34,388
Restricted cash $ 591,116 991,116
Total assets $ 4087119 3 270,749 $ 991,118 $ 6,243,984
Liabilitios and Fund Balances
Liabilities
Accounts payahle $ 174,741 $ 6,286 $ 279,787 5 460,784
Accrued payroll and related expenses 113,533 113,633
Retainage payable 31,088 31,088
Due to other funds 91,372 91,372
Current portion of accrued sick leave 95,467 95,467
Unearned revenue 40,000 173,081 213,091
Current portion of KSBIT Assessment 137,817 137,817
Total liabilities 561,528 270,749 310,875 1,143,152
Fund Balances
Nonspendable, Prepaid assets 34,383 34,388
Committed for:
Sick Leave 139,634 139,634
Uniontown roof 110,000 110,000
Middle School HVAC 300,000 300,000
Transportation Buses 4,180,000 1,180,000
Phone system 60,000 60,000
Technology equipment 70,000 70,000
Restricted for:
Capital Projects 670,420 670,420
Debt Service 9,821 9,821
Assigned to:
Encumbrances 260,968 260,968
Unassigned
General fund 2,270,601 2,270,601
Total fund halances 4,425,591 - 680,241 5,105,832
Total liabilities and
fund balances $ 4987119 $ 270,749 $ 991,116 $ 6,248,984

The accompanying notes are an integral part of the financial statements
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UNION COUNTY SCHOOL DISTRICT
RECONCILIATION OF THE BALANCE SHEET -
GOVERNMENTAL FUNDS TO STATEMENT
OF NET POSITION
JUNE 30, 2014

Total governmental fund balance per fund financial statements. $ 5,105,832

Amounts reported for governmental activities in the statement of net position are different because

Capital assets are not reported in this fund financial statement because they are not current financial
resources, but they are reported in the statement of net position. 14,888,791

Certain assets are not reported in this fund financial statement because they are not available to pay

current-period expenditures, but they are reported In the statement of net position. (Prepaid interest

$181,090 and Intergovernmental - state receivable for KSFCC portion of accrued interest $9,780 and

Bavings from refunding bonds $8,574) 196,444

Certain liabilities are not reported in this fund financial statement because they are not dug and payable,
but they are presented in the statement of net position Long-term liabilities at year end consist of

Bond obligations {6,700,000)
Accrued interest (28.097)
Compensated absences (122,600)
KSBIT assessment (188.458)

Net position of governmental activities 3 13,254,912

The accompanying notes are an integral part of the financial statements
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UNION COUNTY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2014

Revenues:
From local sources:
Taxes:
Property
Motor vehicle
Utility
Unmined mineral
Earnings on investments
Cther locat revenues
Intergovernmental - Local
Infergovernmental - State
Intergovernmental - Indirect federal
Intergovernmental - Direct federal
Total revenues

Expenditures:
Current.
Instruction
Support services:
Student
Instruction staff
District administrative
School administrative
Business
Plant operation and maintenance
Student transportation
Community service activities
Capital outlay
Facllities acquisition and construction
Debt service:
Principal
Interest

Total expenditures
Excess (deficlency) of revenues over (under) expenditures
Cther Financing Sources {Uses)
Proceeds from bond issues
Proceeds from sale of assets
Transfers in
Transfers out
Total other financing sources (uses)
Net change In fund balance

Fund balance, July 1, 2013

Fund balance, June 30, 2014

Special Nonmajor Total
General Revenug Governmental Governmental

Fund Fund Funds Funds
$ 3,956,249 $ 514,852 $ 4471101
663,850 663,850
1,411,650 1,411,650
409,888 409,888
5.300 440 5,740
126,127 8 1,740 127,867
446,024 446,024
12,057,311 990,130 538,950 13,646,391
1,521,623 1,521,623
115,580 115,590
19,191,989 2,513,493 1,114,242 22.819,724
9,730,102 1,942,457 11,672,559
1,062,328 21.884 1.084,212
668.570 217,778 886,348
1,142,985 1.142,985
1,720,520 - 1,720,520
695,704 84,026 779,730
2,140,279 2,140,279
1,661,970 93,155 1,755,125
48,827 187,364 236,17
456,444 456,444
685,000 685,000
166,955 166,955
18,871,285 2,546,664 1,308,399 22,726,348
320,704 (33,171) (194,157} 93,376
- - 355,000 355,000
80,918 - 80,818
- 33,171 859,512 892,683
{189,988) - (754,274) (944,262)
{109,070) 33,171 460,238 384,339
211,834 - 266,081 477,716
4,213,957 - 414,160 4,628,117
$  4.425,591 $ - 3 580,241 $ 5105832

The accompanying notes are an integral part of the financial statements



UNION COUNTY SCHOOL DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANGES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2014

Net change in fund balance - total governmental funds

Amounts reporied for governmental activities in the statement of activities are different
because:

Capital outlays are reported as expenditures in this fund financial statement because they
use current financiai resources, but they are presented as assets in the statement of
activities and depreciated over their estimated economic lives. The difference is the
amount by which depreciation expense exceeds capital outlays for the year.

Certain accruals do not require the use of current financial resources and, therefore, are
not reported as expenditures in the governmental fund statements.(Change in KSBIT
assessment $229,542 and change in accrued sick leave $28,900)

Bond and capital lease payments are recognized as expenditures of current financial
resources in the fund financial statements, but are reductions of liabilities in the statement
of net position.

Capitalized savings from bond refundings must be amortized over the remaining life of the
bonds

Proceeds for the issuance of bonds provide current financial resources and are reported in
this fund financial statement, but they are presented as liabilities in the statement of net
position.

Accruals of interest payments on long-term debt do not require the use of current financial
resources and, therefore, are not reported as expenditures in the governmental fund
statements. (Net of receivable for KSFCC for their share of accrued interest)

Change in net position of governmental activities.

The accompanying notes are an integral part of the financial statements
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(1,858)
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UNION COUNTY SCHOOL DISTRICT
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
JUNE 30, 2014

NONMAJOR TOTAL
SCHOOL FOOD ENTERPRISE ENTERPRISE
SERVICES FUND FUNDS
Assets;
Current Assets:

Cash and cash equivalents $ 597 $ 597

Accounts receivable
Accounts, net - -
Intergovermental - Indirect Federal 10,982 10,982

Inventories 29144 28,144
Total Current Assets 40,723 40,723

Non-Current Assets:

Capital assets 455,240 455,240
Less: accumulated depreciation {409,270) (408,270)
Total Non-Current Assets 45,970 45,970
Total Assets $ 86,693 3 $ 86,603

Liabilities and Net Position:
Current Liabilities:

Accounts payable $ 12,045 $ 12,045

Due to other funds 1,655 1,655

Current portion of accrued sick leave 400 400
Total Current Liabilities 14,100 14,100

Noncurrent Liabilities:

Accrued sick leave 2,000 2,000
Total noncurrent liabilities 2,000 2,000
Total Liabilities 16,100 16,100

Net Position:

Restricted
Net investment in capital assets 45,970 45,970

Unrestricted 24,623 24,623
Total Net Position 70,593 70,593
Total Liabilities and Net Position $ 86,693 3 $ 86,693

The accompanying notes are an integral part of the financial statements
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UNION COUNTY SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2014

NONMAJOR TOTAL
SCHOOL FOOD ENTERPRISE ENTERPRISE
SERVICES FUND FUNDS
Operating Revenues:
Lunchroom sales 3 463,085 $ 463,065
Community service activities $ 97,161 97,161
Other operating revenues -
Total Operating Revenues 463,065 97,161 560,226
Operating Expenses:
Salaries and wages 448,804 116,132 564,936
Employee benefits 267,398 75,628 342,926
Prafessional and contract services 3,085 701 3,786
Materials and supplies 689,404 6,357 695,761
Depreciation 13,056 13,056
Other operating expenses 402 402
Total Operating Expenses 1,421,747 199,120 1,620,867
Operating loss (958,682) (101.959) (1,080,641)
Non-Operating Revenues:
Federal grants 764,925 764,925
Donated commodities 72,041 72,041
State grants 152,743 50,346 203,089
Interest income 717 717
Total Non-Operating Revenues 880,426 50,346 1,040,772
Operating transfers in - 51,579 51,579
Change in Net Position 31,744 (34) 31,710
Total Net Position - Beginning 38,849 34 38,883
Total Net Position - Ending $ 70,593  § - $ 70,593

The accompanying notes are an integral part of the financial statemenits
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UNION COUNTY SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2014

NONMAJOR TOTAL
SCHOOL FOOD ENTERPRISE ENTERPRISE
SERVICES FUND FUNDS
Cash Flows from Operating Activities:

Cash received from lunchroom sales 5 483,065 8 463,085

Cash received from user charges and other - $ 97,161 97.161

Cash payments to employees for servicas (576,961) (148,503) {725,464)

Cash payments to suppliers for goods and services (609,830) (7,059) (616.889)

Cash payments for other operating activities - (402) (402)

Net cash used for operating activities (723,726) {58,803) {762,529)
Cash Flows from Noncapital Financing Activities:

Non-operating grants received 846,339 6,911 853,250

Operating transfers in{out) - 51,579 51,5678

Decrease in due to other fund (123,330) - {123.330)

Net cash provided for noncapital financing activities 723,009 58,490 761,489
Cash Flows from Capital and Related Financing Activities:

Acquisition of capital assets - - -
Cash Flows from Investing Activities:

Interest on investments 717 717
Net increase({decrease) in cash and cash equivalents - 58,177 781,188
Cash and cash equivalents - Beginning of the year 597 313 910
Cash and cash equivalents - End of the year $ 597 $ 58,490 3 782,098
Reconclliation of Operating Loss to Net Cash Used by
Operating Activities:

Operating loss $ (958,682) § (101,958) $  (1,080,840)
Adjustments to Recongcile Operating Loss to Net Cash
Provided{Used) in Operating Activities:

Depreciation 13,056 13,056

Commedities received 72,041 72,041

On behalf payments recorded 140,841 43,434 184,275

Changes in assets and liabilities

Receivables -
inventory 17.472 17,472
Accounts payable (6.854) (279) (7,133)
Accrued liabilities -
Accrued sick leave {1.600) (1,600}
Net Cash Used by Operating Activities 3 (723726) & (58.803) % (782,529)
Schedule of noncash transactions:
Benefits paid by state of Kentucky on behalf of District $ 140,841 $ 43,434 $ 184,275
Donated commodities received from Federal Government 72,041 - 72,041
$ 212,882 3 43,434 $ 256,316

The accompanying notes are an integral part of the financial statements
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UNION COUNTY SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS
JUNE 30, 2014

AGENCY
FUNDS
Assets:
Cash and cash equivalents $ 210,362
Certificates of deposit 83,406
Accounts receivable 1,454
Total Assets $ 205,222
Liabilities:
Accounts payable $ 38,649
Due to student groups 256,573
Total Liabilities $ 295222

The accompanying notes are an integral part of the financial statements
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UNION COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2014

Note 1. Summary of Significant Accounting Policies
a. Reporting Entity

The Union County Board of Education (Board), a five member group, is the level of government which has
oversight responsibilities over all activities related to public elementary and secondary school education within the
jurisdiction of the Union County School District (District). The District receives funding from Local, State and
Federal government sources and must comply with the commitment requirements of these funding source
entities. However, the District is not included in any other governmental “reporting entity" as defined in Section
2100, Codification of Governmental Accounting and Financial Reporting Standards as Board members are
elected by the public and have decision making authority, the power to designate management, the responsibility
to develop policies which may influence operations and primary accountability for fiscal matters.

The District, for financial purposes, includes all of the funds and account groups relevant to the operation of the
Union County Board of Education. The financial statements presented herein do not include funds of groups and
organizations, which although associated with the school system, have not originated within the District itself such
as Band Boosters, Parent-Teacher Associations, etc.

These financial statements present the District and its component units, entities for which the District entity is
considered to be financially accountable. Blended component units, although legally separate entities, are in
substance, part of the governmental entity’s operations and so data from these units would be combined with data
of the primary governmental entity. The Union County School District has one blended component unit.

Blended Component Unit:

Union County Schoo! District Finance Corporation - On April 20, 1989, the Union County, Kentucky,

Board of Education resolved to authorize the establishment of the Union County School District Finance
Corporation (a non-profit, non-stock, public and charitable corporation organized under the Schoo! Bond Act
and KRS 273 and KRS Section 58.180) as an agency of the District for financing the costs of schoo! building
facilities. The Board Members of the Union County Board of Education also comprise the Corporation's
Board of Directors.

b. Basis of Presentation

Government-wide Financial Statements-The statement of net position and the statement of activities dispiay
information about the District as a whole. These statements include the financial activities of the primary
government, except for fiduciary funds. The statements distinguish between those activities of the District that are
governmental and those that are considered business-type activities. The effect of interfund activity has been
substantially removed from these statements.

The government-wide financial statements are prepared using the economic resources measurement focus. This
is the same approach used in the preparation of the proprietary fund financial statements but differs from the
manner in which governmental fund financial statements are prepared. Governmental fund financial statements
therefore include reconciliation with brief explanations to better identify the relationship between the government-
wide statements and the statements for governmental funds.

The government-wide statement of activities presents a comparison between direct expenses and program
revenues for each segment of the business-type activities of the District and for each function or program of the
District's governmental activities. Direct expenses are those that are specifically associated with a service
program or department and are therefore, clearly identifiable with a specific function or segment. Program
revenues include charges paid by the recipient of the goods or services offered by the program and grants and
contributions that are restricted to meeting the operational or capital requirements of a particular program.
Revenues that are not classified as program revenues are presented as general revenues of the District, with
certain limited exceptions. The comparison of direct expense with program revenues identifies the extent to
which each business segment or governmental function is self-financing or draws from the general revenues of
the District.
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UNION COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2014

Note 1. Summary of Significant Accounting Policies, continued
b. Basis of Presentation, continued

Fund Financial Statements — Fund financial statements report detailed information about the District. The focus
of governmental and enterprise fund financial statements is on major funds rather that reporting funds by type
Each major fund is presented in a separate column. Non-major funds are aggregated and presented in a single
column. Fiduciary funds are reported by fund type.

The financial reporting treatment applied to a fund is determined by its measurement focus. All governmental
funds are accounted for by using a current financial resources measurement focus. With this measurement
focus, only current assets and current liabilities generally are included on the balance sheet. Operating
statements of these funds present increases (Le., revenues and other financing sources) and decreases (i.e.,
expenditures and other financing uses) in the fund balance.

The proprietary fund is accounted for on a flow of economic resources measurement focus. With this
measurement focus, all assets and liabilities associated with the operation of these funds are included on the
balance sheet. Proprietary fund type operating statements present increases (i.e., revenues) and decreases (i.e.,
expenses) in retained earnings. Operating revenues are those revenues that are generated directly from the
primary activity of the proprietary fund. For the District, those revenues are primarily charges for meals provided
by the various schools. All revenues not meeting this definition are reported as nonoperating revenues. The
District applies all applicable FASB pronouncements in accounting and reporting for its proprietary operations.

When both restricted and unrestricted resources are avaitable for use, it is the District's policy to use restricted
resources first, then unrestricted resources as they are needed.

The District has the following funds:

Governmental Fund Types

1) The General Fund is the primary operating fund of the District. It accounts for financial resources used
for general types of operations. This is a budgeted fund, and any unreserved fund balances are
considered as resources available for use. This is a major fund of the District,

2) The Special Revenue (Grant) Fund accounts for proceeds of specific revenue sources (other than
expendable trusts or major capital projects) that are legally restricted to disbursements for specified
purposes. |t includes federal financial programs, as well as state grant programs, where unused
balances are returned to the grantor at the close of specified project periods. Project accounting is
employed to maintain integrity for the various sources of funds. The separate projects of federally funded
grant programs are identified in the Schedule of Expenditures of Federal Awards included in this report.
This is a major fund of the District.

3) Capital Project Funds are used to account for financial resources to be used for the acquisition or
construction of major capital facilities and equipment (other than those financed by Proprietary Funds).

a) The Support Education Excellence in Kentucky (SEEK) Capital Outlay Fund receives those
funds designated by the state as Capital Outlay Funds and is generally restricted for use in financing
projects identified in the District's facility pian and corresponding debt service

b) The Facility Support Program (FSPK) Fund accounts for funds generated by the huilding tax levy
required to participate in the School Facilities Construction Commission's construction funding and
state matching funds, where applicable. Funds may be used for projects identified in the District's
facility plan and corresponding debt service.
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UNION COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2014
Note 1. Summary of Significant Accounting Policies, continued

b. Basis of Presentation, continued

¢) The Construction Fund accounts for proceeds from sales of bonds and other revenues to be used
for authorized construction.

4) The Debt Service Fund is used to account for the accumulation of resources for, and payment of,
general long-term debt, principal and interest and related costs; and for the payment of interest on
general obligation notes payable, as required by Kentucky Law.

Proprietary Fund Types

Enterprise Funds are used to account for those operations that are financed and operated in 2 manner
simifar to private business or where the Board has decided that the determination of revenues earned, costs
incurred andfor net income is necessary for management accountability. The District has two enterprise
funds: the School Food Services Fund, and the After School Program Fund,

1) The School Food Services Fund is used to account for school food service activities, including the
National School Lunch Program, which is conducted in cooperation with the U. S. Department of
Agriculture (USDA). Amounts have been recorded for in-kind contribution of commodities from the
USDA. The School Food Services Fund is a major fund.

2) The After School Program Fund is used to account for after school programs established to provide
supervised activities for children in the afternoon

Fiduciary Fund Types

Fiduciary Funds account for assets held by the District in a trustee capacity (trust funds) or as an agent on
behalf of others {agency funds). The District has no trust funds.

The Agency Fund is custodial in nature and does not present results of operations or have a measurement
focus. Agency funds are accounted for using the modified accrual basis of accounting. This fund is used to
account for assets that the board holds for others in an agency capacity. The Agency Fund consists of
Activity funds and accounts for activities of student groups and other types of activities requiring clearing
accounts. These funds are accounted for in accordance with “Uniform Program of Accounting for Schoo!
Activity Funds.

c. Basis of Accounting

The government-wide financial statements, as well as the proprietary fund and fiduciarv fund financial statements,
are reported using the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash fiows.

Governmental fund financial statements are reported using the modified accrual basis of accounting, whereby
revenues are recognized when they become both measurable and available. Revenues are considered to be
‘avatlable” when they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the District considers revenues to be available if they are collected within 60
days of the end of the current fiscal year. Deferred revenue arises when assets are recognized before revenue
recognition criteria have been satisfied. Expenditures are generally recognized when the related liability is
incurred.
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UNION COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2014

Note 1. Summary of Significant Accounting Policies, continued

c. Basis of Accounting, continued

Non-exchange transactions, in which the District received value without directly giving equal value in return,
include property taxes, grants, entitlements and donations. On an accrual basis, revenue from property taxes is
recognized in the fiscal year for which the taxes are levied. Revenue from grants, entitlernents and donations is
recognized in the fiscal year in which all eligibility requirements have been satisfied Eligibility requirements
include timing requirements, which specify the year when the resource are required to be used or the flscal year
when use if first permitted, matching requirements, in which the District must provide local resources to be used
for a specific purpose, and expenditure requirements, in which the resources are provided to the District on a
reimbursement basis. On a modified accrual basis, revenues from non-exchange transactions must also be
available before it can be recognized.

d. Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect reported amounts of
assets, liabilities, fund balances and disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenditures during the reporting period. Actual results
could differ from those estimates.

e. Cash and Cash Equivalents/Restricted Cash/Investments

The Board considers demand deposits, money market funds, and other investments with an original maturity of
90 days or less, to be cash equivalents. Cash is restricted in the special revenue funds per grant and other
agreements, in the capital projects funds per state requirements and in debt service funds per debt agreements.
(See Note 2)

Cash balances of the District's funds are pooled and invested. interest earned from investments purchased with
pooled cash is allocated to the various funds based on the fund's average cash balance. Funds with negative
cash balances are not charged interest.

As security for deposits of the District, any bank doing such business is required to pledge securities in an amount
to exceed funds on deposit by the District. in addition, the District's accounts are insured, subject to FDIC
coverage terms and limitations. (See Note 2)

State statutes authorize the District to invest in obligations of the U.S Treasury and U.S. Agencies, certain federal
instruments, commercial bank’s certificates of deposit, savings and loan deposits, repurchase agreements, and
the Commonwealth of Kentucky Investment Pool.

The District's general policy is to report money market investments and short-term participating interest-earning
investment contracts at amortized cost and to report nonparticipating interest-earning investment contracts using
a cost-based measure. However, if the fair value of an investment is significantly affected by the impairment of
the credit standing of the issuer or by other factors, it is reported at fair value. All other investments are reported
at fair value unless a legal contract exists which guarantees a higher value. The term “short-term” refers to
investments, which have a remaining term of one year or less at time of purchase. The term “nonparticipating”
means that the investment's value does not vary with market interest rate changes.

f. Allowance for Doubtful Accounts
Student accounts receivable are stated net of an allowance for doubtfut accounts. The District estimated the

allowance based on its historical experience of the uncollected accounts at June 30. The allowance for doubtful
accounts was $12,248 at June 30, 2014.
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UNION COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2014

Note 1. Summary of Significant Accounting Policies, continued
g. Inventories/Commodities

Supplies and materials are charged to expenditures when purchased with the exception of the proprietary funds
which record inventory using the accrual basis of accounting Inventories are valued at cost or at the estimated
fair value at the date of donation, using the first-in, first-out method. For the purposes of the statement of cash
flows, federal grants received does not include non-cash commodities received in the amount of $72,041.

h. Capital Assets

General capital assets are those assets not specifically related to activities reported in the proprietary funds.
These assets generally result from expenditures in the governmental funds. These assets are reported in the
governmental activities column of the government-wide Statement of Net Position but are not reported in the fund
financiai statemments. Capital assets utilized by the proprietary funds are reported both in the business-type
activities column of the government-wide Statement of Net Position and in the respective funds.

All capital assets are capitalized at cost (or estimated historical cost} and updated for additions and retirements
during the year. Donated capital assets are recorded at their fair market values as of the date received. The
District maintains a capitalization threshold of one thousand dollars with the exception of computers, digital
cameras and real property for which there is no threshold. The District does not possess any infrastructure.
Improvements are capitalized; the cost of normal maintenarice and repairs that do not add to the value of the
assets or materially extend an asset's life are not.

All reported capital assets are depreciated. Improvements are depreciated over the remaining useful lives of the
related capital assets. Depreciation is computed using the straight-line method over the following useful lives for
both general capital assets and proprietary fund assets:

Description Estimated Lives
Buildings and improvements 25-50 years
Land improvements 20 years
Technology equipment 5 years
Vehicles 5-10 years
Audio-visual equipment 15 years
Food senice equipment 10-12 years
Furniture and fixtures 7 years
Roliing stock 15 years

i. Unearned Revenue

Unearned revenue arises when assets are recognized before revenue recognition criteria have been satisfied.
Grants and entitlements received before the eligibility requirements are met are recorded as unearned revenue.

j- Accrued Sick Leave

The Union County School District allows employees to accumulate and carry over sick days from year to year.
The amount of total days that may be carried over from year to year is unlimited. Upon retirement from the school
system, employees will receive an amount up to thirty percent (30%) of the value of accumulated sick leave.
Separation of employment for any reason other than retirement results in the employee forfeiting accumulated
days Sick leave benefits are accrued as a liability using the vesting method. An accrual for earned sick leave is
made to the extent that it is probable that the benefits will resuit in termination payments. It is deemed probable
that benefits will be paid to employees with more than twenty years of experience and any employee age 55 or
older with at least five years experience.
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Note 1. Summary of Significant Accounting Policies, continued
j- Accrued Sick Leave, continued

The entire accrued sick leave liability is reported on the government-wide financial statements. For governmental
fund financial statements, the current portion of unpaid accrued sick leave is the amount expected to be paid
using expendable available resources. These amounts are recorded in the account “Current Portion of Accrued
Sick Leave” in the general fund. The non-current portion of the liability is not reported.

k. Accrued Liabilities/Long-Term Obligations/Deferred Outflows of Resources

All payables, accrued liabilites and long-term obligations are reported in the government-wide financial
statements, and all payables, accrued liabilities and long-term obligations payable from proprietary funds are
reported on the proprietary fund financial statement. Bond discounts and premiums are recorded as deferred
outflows of resources (deferred savings from refunding bonds) in the government-wide financial statements and
amortized on a straight line basis over the life of the bonds.

In general, payables and accrued liabilities that will be paid from governmental funds are reported on the
governmental fund financial statements regardiess of whether they will be liquidated with current resources.
However, claims and judgments, the non-current portion of capital leases, accumulated sick leave, contractually
required pension contributions and special termination benefits that will be paid from governmental funds are
reported as a liability in the fund financial statements only to the extent that they will be paid with current,
expendable, available financial resources. In general, payments made within sixty days after year-end are
considered to have been made with current available financial resources. Bonds and other long-term obligations
that will be paid from governmental funds are not recognized as a fiability in the fund financial statements until
due.

. Net Position and Fund Balance

District-Wide Financial Statements

When the District incurs an expense for which it may use either restricted or unrestricted net position, it uses
restricted net position first unless unrestricted net position will have to be returned because they were not used.
Net position on the Statement of Net Position include the following:

Net investment in Capital Assets — The component of restricted net position that reports the difference
between capital assets less both the accumulated depreciation and the outstanding balance of debt,
excluding unspent proceeds, that is directly attributable to the acquisition, construction or improvement of
these capital assets.

Restricted for Capital Outlay — The component of net position that reports the financial resources restricted to
pay for construction activities.

Restricted for Debt Service ~ The component of net position that reports the financial resources restricted to
pay for debt service on capital related debt less current accrual of interest.

Unrestricted — The difference between the assets and liabilities that is not reported in Net Position Invested in
Capital Assets, Net of Related Debt, Net Position Restricted for Capital Cutlay, or Net Position Restricted for
Debt Service.

Governmental Fund Financial Statements

In July 2010, the District adopted Statement of Governmental Accounting standards No. 54, Fund Balance
Reporting and Governmental Fund Type Definitions. Accordingly, in the fund financiat statements, governmental
funds report fund balances as nonspendable, restricted, committed, assigned, or unassigned fund balance. Also,
the District has established the order of assigned, committed and restricted when an expenditure is incurred for
purposes for which amounts in any of those unrestricted fund balance classifications could be used.
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Note 1. Summary of Significant Accounting Policies, continued
l. Net Position and Fund Balance, continued

Nonspendable fund balances are those amounts that cannot be spent because they are either: (1} generally,
amounts that are not expected to be converted to cash, such as inventories or prepaid amounts or {2)
amounts that are required to be maintained intact, such as the principal of a permanent fund. At June 30,
2014, the District had $34,388 of prepaid expenses recorded as nonspendable fund balance.

Restricted fund balances arise when constraints placed on the use of resources are either externally imposed
by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other
governments or imposed by law through constitutional provisions or enabling legislation. At June 30, 2014,
the District had the following amounts restricted for capital outlay: FSPK $211,168, SEEK $338,088,
Construction $120,264 and $9,821 restricted for debt service.

Committed fund balances are those amounts that can only be used for specific purposes pursuant to
constraints imposed by formal action of the government's highest level of decision-making authority, which,
for the District is the Board of Education. The Board of Education must approve by majority vote the
establishment (and modification or rescinding) of a fund balance commitment. The District had the following
commitments at June 30, 2014: Sick leave $139,634, Uniontown Roof project $110,000, Middle School HVAC
$300,000, Buses $1,180,000, Telephone system $60,000 and Technology egquipment $70,000.

Assigned fund balances are those amounts that are constrained by the government's intent to be used for
specific purposes, but are neither restricted nor committed. The Board of Education allows pragram
supervisors to complete purchase orders which results in the encumbrance of funds. Assigned fund balance
also includes (a) all remaining amounts (except for negative balances) that are reported in governmental
funds, other than the general fund, that are not classified as nonspendable and are neither restricted nor
committed and (b) amounts in the general fund that are intended to be used for a specific purpose. At June
30, 2014, the District had $260,968 assigned related to encumbrances.

Unassigned fund balance is the residual classification for the general fund. This classification represents fund
balance that has not been assigned to other funds and that has not been restricted, committed, or assigned to
specific purposes within the general fund.

m. Property Taxes

Property taxes are levied annually by ordinance, usually in QOctober on the assessed value listed as of the
property January 1, for ali real and personal property in the District. The billings are considered due upon receipt
by the taxpayer, however, the actual date is based on a period ending 30 days after the tax bill mailing. Property
taxes collected are recorded as revenues in the fiscal year for which thay were levied.

The property tax rates assessed for the year ended June 30, 2014 were 54.2 cents per $100 valuation for real
and personal property and §6.7 cents per $100 valuation for motor vehicles, of which 5.5 cents is for participation
in Facility Support Program.

The District levies a utility gross receipts license tax in the amount of 3% of the gross receipts derived from the
furnishings, within the District, of telephonic and telegraphic communications services, cablevision services,
electric power, water, and natural, artificial and mixed gas.

n. Interfund Activity

Exchange transactions between funds are reported as revenues in the seller funds and as expenditures/expenses
in the purchaser funds. Flows of cash or goods from one fund to another without a requirement for repayment are
reported as interfund transfers. Interfund transfers are reported as other financing sources/uses in governmental
funds and as non-operating revenues/expenses in proprietary funds. Repayments from funds responsible for
particular expenditures/expenses to the funds that initially paid for them are not presented on the financial
statements.
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Note 1. Summary of Significant Accounting Policies, continued
n. Interfund Activity, continued

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the
fiscal year are referred to as “due toffrom other funds.” Any residual balances outstanding between the

governmental activities and business-type activities are reported in the government-wide financial statements as
“internal balances.”

o. Prepaid Assets

Payments made that will benefit periods beyond June 30, 2014 are recorded as prepaid assets using the
consumption method. A current asset for the prepaid amount is recorded at the time of the purchase and an
expense is reported in the year in which the services are consumed. At June 30, 2014 the District had a prepaid
interest balance of $181,090 resulting from the refunding of the Union County School District Finance Corporation
School Building Refunding Series 2006 Bond Issue. The prepaid interest balance represents bond proceeds
deposited into an escrow account to fund remaining interest payments for the Series 2006 Bonds in the amount of
$271,635 which has been offset by estimated interest earnings from the Series 2013 Bond issue in the amount of
$21,376. The balance is to be amortized over four years.

p. Encumbrance Accounting

Encumbrances are not liabilities and, therefore, are not recorded as expenditures until receipt of materials or
services. For budgsetary purposes, appropriations lapse at fiscal year-end and outstanding encumbrances at
year-end are re-appropriated in the next year. An assignment of fund balance equal to outstanding
encumbrances at year-end is provided for at June 30, 2014. Accordingly, no differences exist between actual
results and the applicable budgetary data presented in the accompanying combined financial statements,

Note 2. Cash and Deposits

At June 30, 2014, the carrying amounts of the District's deposits were $5,684,132 (excluding cash on hand $589)
and the bank balances were $6,688,781. Of the bank balances, $585,069 was insured by federal depository
insurance, $6,103,712 was covered by collateral held by the pledging bank’s escrow agent in District's name.

The District's Cash and cash equivalents at June 30, 2014 consisted of the following:

Bank Book
Balance Balance
Fifth Third Bank Checking $ 1,308,689 $ 1,158,843
Fifth Third Bank Certificates of Deposit 41,174 41,174
Old National Bank Certificate of Deposit 2,232 2,232
Old National Bank Checking 598 598
United Community Bank Checking 5,292,792 4,437,989
United Community Bank Certificate of Deposit 43,296 43,296
$ 6,688,781 5,684,132

Restricted cash (991,116)
Unrestricted cash and cash equivalenis $ 4,693,016
Reported in the financial staterment:

Governmental funds $ 5,390,356

Proprietary funds 597

Fidiciary funds 293,768

$ 5,684,721
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Note 2. Cash and Deposits, continued

Restricted cash at June 30, 2014 consists of the following:

FSPK Fund $ 211,168
SEEK Fund 338,988
Construction Fund 431,139
Debt Service Fund 9,821

5 oot11e

Note 3. Capital Assets

During the year ended June 30, 2014, the following changes occurred in capital assets:

Beginning Ending
Governmental Activities: Balance Additions Deletions Balance
Capital assets that are not depreciated:
Land $ 323153 % - % - $ 323,153
Construction in progress 12,745 375,080 {12,745) 375,080
Total Non-depreciable Historical Cost 335,898 375,080 (12,745) 698,233
Capital assets that are depreciated:
Land improvements 1,163,108 104,501 - 1,267,609
Buildings and improvements 40,112,679 6,059 - 40,118,738
Technology equipment 2,421,191 213,273 - 2,634,464
Vehicles 3,441,900 - (179,466) 3,262,434
General 1,270,624 27,782 - 1,298,408
Total Depreciable Historical Cost 48,408,502 351,615 (179,466) 48,581,651
Less accumulated depreciation for:
Land improvements 830,138 32,827 - 862,965
Buildings and improvements 27,423,891 860,483 - 28,284,374
Technhology equipment 1,834,848 264,132 - 2,098,980
Vehicles 2,295,815 204,230 (121,624) 2,378,421
General 594,973 71.380 - 666,353
Total Accumulated Depreciation 32,979,665 1,433,052 {121,624) 34,291,093
Total Depreciable Historical Cost, Net 15,429,837 (1,081,437) (57,842) 14,290,558
Governmental Activities:
Capital Assets, Net $15,765735 $ (706,357) $ (70,587) $14,988,791
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Note 3. Capital Assets, continued

Beginning Ending
Business-Type Activities: Balance Additions Deletions Balance
Capital assets that are depreciated:
Technology equipment $ 56127 § - 8 - % 56127
General 399,113 - - 399,113
Total Depreciable Historical Cost 455,240 - 455,240
Less accumulated depreciation for:
Technology equipment 46,997 4,088 - 51,085
General 349,217 8,968 - 358,185
Total Accumulated Depreciation 396,214 13,056 - 409,270
Total Depreciable Historical Cost, Net  § 59,026 § (13,056) $ - 3 45,970

Depreciation expense was charged to governmental functions as follows:

Instruction $ 858,699
Support senices:
Student support senices 16,953
Instruction staff 1,628
District administration 15,998
School administration 28,394
Business support 56,837
Plant operations and maintenance 241,142
Student transportation 213,401
Total Depreciation Expense $ 1,433,052

Note 4. Due to/from other funds

The composition of interfund balances as of June 30, 2014, is as follows:

Receivable Fund Payable Fund Purpose Amount
General Special Revenue Cash deficit in 3 91,372
peoled account
General School Food Senice Cash deficit in 1,655

pooled account

$ 93,027
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Note 5. Long-Term Debt

Bonded Debt Obligations

Cn certain bond issues, the District has entered into "participation agreements" with the Kentucky School Facility
Construction Commission (KSFCC). The Commission was created by the Kentucky General Assembly for the
purpose of assisting local school districts in meeting school construction needs.

The original amount of the issues, the issue dates and interest rates of outstanding bonds at June 30, 2014 are
summarized below:

Issue Original Amount Interest Rates
Issue of 2006 L 3,040,000 3.50% - 4.30%
Issue of 2009, Refunding 1,960,000 2.00% - 3.50%
Issue of 2011, Refunding 3,480,000 1.50% - 3.00%
Issue of 2013, Refunding 2,440,000 1.00% - 2.15%
Issue of 2014 355,000 1.00% -2.15%

The bonds may be called prior to maturity dates and redemption premiums are specified in each issue. Assuming
no bonds are called to prior to scheduled maturity, the minimum obligations of the District, including amounts to
be paid by the Commission at June 30, 2014 for debt service (principal and interest) are as follows:

School Facility
District Construction Commission Total
Interest Principal Interest Principal Interest Principal Total

201418 & 199,213 $ 562,047 $ 59606 $ 137953 $ 258818 $ 700,000 $ 958819

2015-18 185,250 572,947 55438 147,053 240,688 720,000 960,688
2016-17 99,356 588,691 31,201 151,309 130,557 740,000 870,557
2017-18 87,537 600,416 27,528 154,584 115,065 756,000 870,065
2018-19 72,855 621,321 23,049 158,679 95,904 780,000 875,904
2019-20 56,502 §08,989 18,216 66,011 74,718 575,000 649,718
2020-21 43,847 522,970 16,640 67,030 60,487 590,000 650,487
2021-22 29,988 531,929 15,045 68,071 45,033 600,000 645,033
2022-23 15,849 185,868 13,428 69,132 29,277 255,000 284,277
2023-24 12,132 189,786 11,791 70,214 23,923 260,000 283,923
2024-25 8,336 193,680 10,131 71,320 18,467 265,000 283,467
2025-26 4462 207,554 8,450 77.446 12,812 285,000 297,912
2026-27 6.475 20,000 6.475 20,000 26,475
2027-28 5,735 20,000 5,735 20,000 25,735
2028-28 4,995 20,000 4,995 20,000 24,995
2029-30 4,255 20,000 4,255 20,000 24,255
2030-31 3,515 20,000 3,515 20,000 23,515
2031-32 2,775 25.000 2,775 25,000 27,775
2032-33 1,850 25,000 1,850 25,000 26,850
3033-34 925 25,000 925 25,000 25,925

$ B15327 $5,286,198 $321048 § 1413802 $ 1,136,375 § 6,700,000 $ 7.836375
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Note 5. Bonded Debt Obligations, continued

During the year ended June 30, 2014, the following changes occurred in long-term liabilities:

Balance Balance Due within
July 1, 2013 Additions Reductions June 30, 2014 one year
Govermnmental Activities:
Bonds $ 7030000 $ 355,000 $ 685000 $ 6700000 § 700,000
KSBIT assessment 418,000 91,725 326,275 137,817
Accrued sick leave 236,500 {A) 18,433 218,067 85,467

$ 7684500 $ 355000 3 7956158 § 7244342 8 933,284

_— —

Business-Type Activities:
Accrued sick leave $ 4,000 $ 1600 § 2400 $ 400

(A) This amount represents the net addition in compensated absences, ie, days earned less days taken.

During 2008, Union County School District Finance Corporation School Building Revenue Bond, Series 2008,
dated April 1, 2006 in the amount of $3,040,000, was issued to finance construction of improvements at Union
County High Schoal.

Union County Schoot District Finance Corporation School Building Refunding Revenue Bonds, Series of 2009,
dated February 1, 2009 in the amount of $1,960.000, were issued for the purpose of refunding and defeasing the
Union County School District Finance Corporation School Building Refunding Revenue Bonds, Series of 1999
which have been paid in full. The KSFCC is participating in approximately 43% of the debt service of the bonds.
This current refunding was undertaken to reduce total debt service payments over the next ten years by $168,825
and resulted in an economic gain of $144,128.

Union County School District Finance Corporation School Building Refunding Revenue Bonds, Series 2011,
dated March 1, 2011, in the amount of $3,480,000, were issued for the purpose of refunding the outstanding
Union County School District Finance Corporation School Building Refunding Revenue Bonds, Series 2002,
dated June 1, 2002, scheduled to mature on and after June 1, 2012. This refunding was undertaken to reduce
total debt service payments over the next ten years by $200,692 and resulted in an economic gain of $167,947. In
February 2013, the in-substance defeased debt was paid in full.

Union County School District Finance Corporation Scheool Building Refunding Revenue Bonds, Series 2013,
dated April 1, 2013, in the amount of $2,440,000, were issued for the purpose of refunding the outstanding Union
County School District Finance Corporation School Building Refunding Revenue Bonds, Series 2006, dated April
1, 2008, maturing April 1, 2017 and thereafter, The 2006 Bonds maturing April 1, 2014 through April 1, 2016 will
not be defeased and remain payable under the original terms. This refunding was undertaken to reduce total debt
service payments over the next twelve years by $147,948 and resulted in an economic gain of $129,437. At June
30, 2014, $2,180,000 of the in-substance defeased debt is outstanding.

During 2014, Union County School District Finance Corporation School Building Revenue Bond, Series 2014,

dated January 16, 2014 in the amount of $355,000, was issued to finance construction of improvements at
Uniontown Elementary School. The KSFCC is participating at 100% of the debt service of the bonds.
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Note §. Bonded Debt Obligations, continued
Other Long-Term Debt

The Kentucky School Boards Insurance Trust (KSBIT) notified all past and present members that they will be
assessed to make up for a growing deficit in the Workers’ Compensation Self-Insurance and/or Property and
Liability pools. The District recorded a liability of $326,275 ($251,278 for Workers’ Compensation liability and
$74,997 for Property and Liability coverage). The Property and Liability was paid in full in September of 2014 and
the District expects to finance the Workers' Compensation liability portion through an interest free loan from
KSBIT over 6 years after a 25% down payment, Payments expect to begin August 31, 2015.

Note 6. Retirement Plans

KTRS

The Union County School District contributes to the Teachers’ Retirement System of Kentucky (KTRS), a cost-
sharing, muitiple-employer defined benefit pension plan. KTRS administers retirement and disability annuities,
and death and surviver benefits to employees and beneficiaries of employees of the public school systems and
other public educational agencies in Kentucky. KTRS requires that members of KTRS occupy a position requiring
either a four (4) year college degree or certification by KY Department of Education (KDE). Job classifications that
permit experience to substitute for either of these requirements do not participate in KTRS. KTRS was created by
the 1938 General Assembly and is governed by Chapter 161 Section 220 through Chapter 161 Section 990 of the
Kentucky Revised Statues (KRS). KTRS issues a publicly available financial report that includes financial
statements and required supplementary information for the defined benefit pension plan. That report can be
obtained by writing to Kentucky Teachers' Retirement System, 479 Versailles Road, Frankfort, KY 40601 or from
the KTRS website at http:.//iwww.ktrs.ky.gov/.

Funding policy - Contribution rates are established by KRS. Members are required to contribute 11.355% of their
salaries to KTRS. The Commonwealth of Kentucky is required to contribute 13.105% for employees hired before
July 1, 2008 and 14.105% for employees who started their account after July 1, 2008 and not paid with federal
funds. If employees are paid salaries by federal programs, those programs pay the respective matching
percentages.

The Union County School District's total payroll for the year was $13,637,817. The payroll for employees covered
under KTRS was $9,967,538. For the year ended June 30, 2014, the Commonwealth contributed $1,265,736
to KTRS for the benefit of our participating employees. The District's contributions to KTRS for the years ending
June 30, 2014, 2013 and 2012 were $135,636, $129,813, and $177,384, respectively, which represent 100% of
the required contributions for those employees covered by federal programs.

CERS

Substantially, all other employees (classified personnel} are covered under the County Employees Retirement
System (CERS), a cost-sharing, multiple-employer defined benefit plan administered by the Board of Trustees of
Kentucky Retirement Systems (KRS}). CERS provides retirement, disability, and death benefits to plan members.
Retirement benefits may be extended to beneficiaries of plan members under certain circumstances. Cost-of-
living adjustments (COLA) are provided at the discretion of the State legislature. Section 61.645 of the Kentucky
Revised Statutes assigns the authority to establish and amend benefit provisions to the KRS Board of Trustees.
The Kentucky Retirement System issues a publicly available financial report that includes financial statements
and required supplementary information for CERS. That report may be obtained by writing to Kentucky
Retirement Systems, 1260 Louisville Road, Frankfort, Kentucky 40601 or by calling 1-502-696-8000.

Plan members are required to contribute 5% (6% if hired after September, 2008) of their annual creditable
compensation. The District is required to contribute at an actuarially determined rate. The current rate is 18.89%
of annual covered payroll. The contribution requirements of plan members and the District are established and
may be amended by KRS Board of Trustees. The District's contributions to CERS for the years ended June 30,
2014, 2013 and 2012 were $679,028, $718,072, and $705,410, respectively, equal to the required contributions
for each year.
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Note 6. Retirement Plans, continued

Defined Contribution Plans

The District makes available various 401(k) and 403(b) defined contribution pension plans for all regular fufl-time
and part-time employees. These Plans are administered by independent third party administrators. Employees
are allowed {o contribute any amount to the Plans up to the internal Revenue Code maximum allowable amount.
The District can but is not required to contribute to the Plans. In addition, the District retains authority to amend or
terminate these plans. During the year ended June 30, 2014, employees of the District contributed $223,466 to
401(k) plans and $12,600 to 403(b) plans..

Note 7.Deferred Compensation

The District offers its employees a deferred compensation plan created in accordance with Internal Revenue
Code Section 457. The Plan, available to all employees, permits them to defer a portion of their salary until future
years. This deferred compensation is not available to employees until termination, retirement, death or
unforeseeable emergency. GASB Statement No. 32, Accounting and Financial Reporting for Internal Revenue
Code Section 457 Deferred Compensation Plans, allows entities with little or no administrating involvement and
who do not perform the investing functions for these plans to omit plan assets and related liabilities from their
financial statements. The District therefore does not show these assets and liabilities on its financial statements,
The District does not contribute to these plans, and employees of the District contributed $1,930 to these plans
during the year ended June 30, 2014.

Note 8. Post Employment Heaith Care Benefits

Plan description —~ In addition to the pension benefits described in Note 6, Kentucky Revised Statute 161.675
requires KTRS to provide access to post-retirement healthcare benefits to eligible members and dependents.
The KTRS Medical Insurance benefit is a cost-sharing muttiple employer defined benefit plan. Changes made to
the medical plan may be made by the KTRS Board of Trustees, the Kentucky Department of Employee Insurance
and the General Assembly.

To be eligible for medical benefits, the member must have retired either for service or disability. The KTRS
Medical Insurance Fund offers coverage to members under the age of 65 through the Kentucky Employees
Health Plan administered by the Kentucky Department of Employee Insurance. Once retired members and
eligible spouses attain age 65 and are Medicare eligible, coverage is obtained through the KTRS Medicare
Eligible Health Plan.

Funding policy - In order to fund the post-retirement healthcare benefit, active member contributions are matched
by the state at .75% of members’ gross salaries. Member contributions are 2.25% of salary. The premiums
collected from retirees as described in the plan description and investment interest help meet the medical
expenses of the plan. Additionally, under the Shared Responsibility Plan, the local schoo! district employers pay
1.5% of members’ salary for the 2013-2014 fiscal year. The District contributions to the Retiree Medical [nsurance
Fund for the years ending June 30, 2014, 2013, and 2012 were $135,571, $105,834, and $44,867 respectively.

Note 9. Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. The District pays annual premiums for
coverage to Ohio Casualty/Liberty Mutual Insurance for their general liability and property insurance coverage.
The District purchases unemployment insurance through the Kentucky Employers Mutual insurance.
Contributions to the Workers' Compensation Fund are based on premium rates established by such fund in
conjunction with the excess insurance carrier, subject to claims experience medifications and a group discount
arnount. Settled claims resulting from these risks have not exceeded insurance coverage in any of the past three
fiscal years.
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Note 10. COBRA

Under COBRA, employers are mandated to notify terminated employees of available continuing insurance

coverage. Failure to comply with this requirement may put the school district at risk for a substantial loss
(contingency).

Note 11. Transfer of funds

The following interfund transfers were made during the year:

From Fund To Fund Purpose Amount

Nonmajor Governmental Funds:
FSPK Debt Service Debt Payments 3 697,030
SEEK Construction Projects 57,244

Total Nonmajor governmental funds 754,274
General Construction Projects 105,238
General Special Revenue Projects 20,732
General Special Revenue Matching 12,439
General Daycare Services Operations 51,579

Total Transfers $ 944 262

Note 12. Litigation

The District is involved in litigation arising out of the normal course of business. The resuits of litigation
proceedings cannot be predicted with certainty; however, in the opinion of the District's general counsel, the
District does not have a potential iability in connection with these proceedings, which would have an adverse
material effect on the financial condition of the District.

Note 13. Contingencies

Funding for the District's Grant Funds is provided by federal, state and local government agencies. These funds
are to be used for designated purposes only. For government agency grants, if based upon the grantor's review,
the funds are considered not to have been used for the intended purpose, the grantor may request a refund of
monies advanced or refuse to reimburse the District for its disbursements. The amount of such future refunds
and unreimbursed disbursements, if any, is not expected to be significant. Continuation of the District's grant
programs is predicated upon the grantor's satisfaction that the funds provided are being spent as intended and
the grantor's intent to continue its programs.

As shown in Note 5 above, the Kentucky School Facilities Construction Commission (KSFCC) is assisting the
District with the repayment of the Bond Series 2006, 2009, 2013 and 2014. In the unlikely event the
Commonwealth of Kentucky defaults on their portion of the bond series, the District is responsible to repay the
amount in full. The KSFCC's portion as of June 30, 2014 was $1,734,850
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UNION COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2014

Note 14. Deficit Operating/Fund Balances

There are no funds of the District that currently have a deficit fund balance. However, the following funds have
operations that resulted in a current year deficit of revenues under expenditures and other financing uses

resulting in a corresponding reduction of fund balance. These deficits were funded by available resources at the
beginning of the year.

After School Program $ 34

Note 15. On-behalf Payments

The Commonwealth of Kentucky made payments on behalf of the District as follows for the year ended June 30,
2014. The amounts are included in the General Fund, Debt Service, Food Service Fund and Day Care Fund as
Intergovernmental-State revenues. In the General Fund, the retirement payments are recorded as additional
instruction expense and the health insurance, flexible spending plan, and life insurance payments (net of
administrative fees) are allocated to the various expense functions based on a ratio of employees and technology
payments are recorded as District Administration expense. In the Debt Service Fund, the payments are recorded

as principal and interest payments. In the Food Service and Day Care Funds, all of the payments are recorded
as additional employee benefits.

Kentucky Teachers Retirement System $ 1,212,340
Health insurance, flexible spending plan, life insurance,
net of administrative fees 2,669,281
Technology 37,700
Debt Service 154,925
$ 4,074,246
Amounts Reported in:
General Fund $ 3,735,046
Food Service Fund 140,841
Day Care Fund 43,434
Debt Service Fund 154,825
5 4074246
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UNION COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2014

Note 16. Commitments

The District had the following outstanding construction projects as of June 30, 2014, evidenced by
contractual commitments, purchase orders and BG-1 forms, as applicable.

incurred- Commitment
Project to-date Remaining Total
Uniontown Elementary
Roof $ 363,087 3 112,297 $ 475384
Total 3 363,087 $ 112,297 $ 475,384

Note 17. Subsequent Events

Management has evaluated subsequent events through October 22, 2014 the date on which the financial
statements were available to be issued.

Note 18. Change in Beginning Net Position
Governmental Accounting Standards Board statement 65 required changes to the beginning balances of the

Statement of Net Position. Beginning net position of the governmental activities was decreased $103,524 to
efiminate bond issuance costs, which had been capitalized and amortized on previous statements.
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UNION COUNTY SCHOOL DISTRICT
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL-GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2014

VARIANCES WITH
BUDGETED AMOUNTS FINAL BUDGET
FAVORABLE
ORIGINAL FINAL ACTUAL (UNFAVORABLE)
Revenues:
From local sources:
Taxes:
Praoperty $ 4314000 $§ 4314000 $ 3,956,249 § (357,751)
Motor vehicle 648,000 648,000 663,850 15,850
Utilities 1,200,000 1,200,000 1,411,650 211,650
Unmined minerals 430,000 430,000 409,888 {20,112)
Earings on investments 5,000 5,000 5,300 300
Cther local revenues 37.000 37,000 126,127 89,127
Intergovernmental - Local 491,000 491,000 446,024 {44,976)
Intergovernmental - State 11,823,702 11,823,702 12,057,311 233,609
Intergovernmental - Federal 45,000 45,000 115,590 70,590
Total Revenues 18,993,702 18,993,702 19,191,989 198,287
Expenditures:
Current:
Instruction 10,451,686 10,342,136 9,730,102 612,034
Support services:
Student 1,184,326 1,175,822 1,062,328 113,494
Instructional staff 613,534 738,051 668,570 69,481
District administration 1,059,411 1,083,578 1,142,985 (59,407)
School administration 1,728,540 1,682,689 1,720,520 (37.831)
Business 698,657 688,997 695,704 (6.707)
Plant operations and maintenance 2,173,082 2,186,170 2,140,279 45,891
Student transportation 1,858,534 1,870,327 1,661,970 208,357
Community service activities 47,407 47,407 48,827 (1,420}
Adult education -
Capital Outlay:
Facilities acquisition and construction
Debt Service:
Principal - -
interest - -
Total Expenditures 19,815,177 19,815,177 18,871,285 943,892
Excess{deficiency) of revenues over expenditures (821,475) (821,475) 320,704 1,142,179

Other Financing Sources (Uses):
Proceeds from sale of fixed agsets 10,500 10,500 80,918 70,418
Proceeds from bonds
Operating transfers in - -
Operating transfers out (150,230) (150,230) (189,988) (39,758)

Contingency (1,224,288) (1,224,288) 1,224,288
Total Other Financing Sources (Uses) (1,364,018} (1,364,018) (109,070) 1,254,948

Net Change in Fund Balance (2.185,493) (2.185,483) 211,634 2,397,127
Fund balance July 1, 2013 2,185,493 2,185,493 4,213,957 2,028,464
Fund kalance June 30, 2014 $ - $ - $ 4,425,591 4,425,591
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UNION COUNTY SCHOOL DISTRICT
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL - SPECIAL REVENUE FUND
FOR THE YEAR ENDED JUNE 30, 2014

VARIANCES WITH
BUDGETED AMOUNTS FINAL BUDGET
FAVORABLE
ORIGINAL FINAL ACTUAL (UNFAVORABLE)
Revenues:
From local sources:
Taxes:
Property
Motor vehicle
Utllities
Unmined minerals
Earnings on investments
Intergovernmental - State 5 947,727 % 942,459 § 990,130 § 47671
Intergovernmental - Federal 1,400,730 1,451,017 1,521,623 70,6086
Revenue in lieu of taxes
Other state revenue
Other local revenues 1,740 1,740 -
Total Revenues 2,348,457 2,395,216 2,513,493 118,277
Expenditures:
Current;
Instruction 1,756,567 1,860,286 1,942,457 (82,171)
Support services:
Student 22,184 22,189 21,884 305
Instructional staff 245,300 193,710 217,778 (24,068)
District administration -
School administration 17,550 - -
Business 40,622 41,464 84,026 (42,562)
Plant operations and maintenance -
Student transportation 94,321 109,662 93,155 16,507
Community services 187,724 188,637 187,364 1,273
Adult education - -
Capital Outlay:
Facilities acquisition and construction
Debt Service:
Frincipal
Interest
Total Expenditures 2,373,268 2,415,048 2,546,664 (130.716)
Excess({deficiency) of revenues over expenditures (24.811) (20,732) {33,171) (12,439)
Other Financing Sources (Uses):
Proceeds from sale of fixed assets
Proceeds from bonds
Operating transfers in 24,811 20,732 33171 12,439
Operating transfers out
Tota!l Other Financing Sources (Uses) 24 811 20,732 33,171 12,439
Net Change in Fund Balance - - - -
Fund balance July 1, 2013 - - - -
Fund balance June 20, 2014 $ - $ - 3 - $ -
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UNION COUNTY SCHOOL DISTRICT
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
FOR BUDGETARY PROCESS
FOR THE YEAR ENDED JUNE 30, 2014

Budgetary Process

Budgetary Basis of Accounting: Annual budgets are adopted on a basis consistent with accounting principles
generally accepted in the United States of America, except for on-behalf payments. The Kentucky Department of
Education does not permit Kentucky school districts to budget on-behalf payments. All annual appropriations
lapse at fiscal year-end.

As required by KRS 160.470, on or before January 31 of each year, the District commences budget preparation
for the following fiscal year. Before May 30, a tentative working budget is presented to the Kentucky Department
of Education. A final working budget must be prepared and adopted no later than September 30. The budget is
periodically amended and adopted by the Board of Education during the fiscal year with a final budget adopted by
the Board prior to June 30.

The appropriated budget is prepared by fund unit, function, program, leve!, object and project. The legal level of
budgetary control is the fund level.

Reconciliation between the Budgetary Basis of Accounting and GAAP

There were no material variances between the GAAP prescribed basis of accounting for governmental funds and
the budgetary basis used by the District.
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Assets

Cash and cash equivalents
Accounts recelvable:

Local
Restricted cash

Total assots

Llabilitias and Fund Balances:
Ltahilitles
Accounts payable
Retainage payable
Due to other funds

Total llabilitles

Fund Balances
Restricted for
Caphtal Projects
Debt Service
Unassigned

Tota! fund balantes

Totat llabilities and
fund balances

UNION COUNTY SCHOOL DISTRICT
COMBINING BALANCE SHEET- NONMAJOR GOVERNMENT FUNDS

JUNE 30, 2014

SEEK Tota!
Capital Debt Nonmajor
FSPK Outlay Construction Service Governmental
Fund Fund Fund Fund Funds
$ 211,168 338,088 $ 431,139 $ 9,821 $ 991,116
$ 211,168 338,888 $ 431,139 $ 8,821 § 981118
$ 279787 § 279,787
31,088 31,088
- - 310,875 - 310,875
¥ 211,168 338,988 120,264 570,420
$ 9,821 9,821
211,168 338,988 120,264 9,821 680,241
§ 211,168 338,988 $ 431,139 $ 9,821 $ 991,116

40



UNION COUNTY SCHOOL DISTRICT
COMBINING STATEMENT OF REVENUE, EXPENDITURES
AND CHANGES IN FUND BALANCES- NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2014

SEEK Total
Capital Debt Nonmajor
FSPK Qutlay Construction Servica Governmental
Fund Fund Fund Fund Funds
Revenues:
From local sources:
Taxes.
Property $ 514,852 3 514,852
Eamings on investrents 440 440
Donations .
Intergovernmental - State 236,700 $ 207,325 $§ 154,925 598,950
Total revenues 751,992 207,325 - 164,825 1,114,242
Expenditures:
Capital outlay
Facilitiss acquisition and construction 1,600 § 454,844 456,444
Debt Service:
Prngipal 685,000 685,000
Interest 166,955 166,955
Bond issuance costs -
Total expenditures 1,600 - 454, 844 851,955 1,308,399
Excess (deficit) of revenues over expenditures 760,392 207,325 (454,844} (697.030) (194,157)
Other Financing Sources (Uses)
Proceeds from bond issues 355,000 355,000
Bond premium -
Payment fo refunding agent -
Payment of call premium -
Transfers in 162,482 697,030 859,512
Transfers out (697,030) (57,244) (754,274)
Total other financing sources (uses) (697.030) (57,244) 517,482 697,030 460,238
Excess (deflcit) of revenues and other financing
sources over expanditures and other
flnancing uses 53,362 150,081 62,638 - 266.081
Fund bafance, July 1, 2013 167 808 188,907 57,626 9,621 414,160
Fund balancs, June 30, 2014 $ 211,168 § 338,988 $ 120,264 ] 9,821 s 680,241
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UNION COUNTY SCHOOL DISTRICT
COMBINING SCHEDULE OF RECEIPTS, DISBURSEMENTS
AND FUND BALANCES ALL AGENCY FUNDS
FOR THE YEAR ENDED JUNE 30, 2014

Cash Cash Accounts  Accounts Fund
Balances Balances Receivable  Payable Balances
July 1, June 30, June 30, June 30, June 30,
2013 Receipts Digbursements 2014 2014 2014 2014
Activity Funds
Union County High School $ 122,992 § 528,676 $ 466,670 % 184,998 § 37.047 $ 147,951
Union County Middle School 35,499 118,216 113,770 39,945 770 39.175
Sturgis Elementary School 18.976 112,554 91,385 40,135 § 561 40,696
Uniontown Elementary School 20,780 50,230 54,158 16,852 893 832 16,813
Morganfield Elementary School 7,547 82,275 87,984 11,838 11,838
$ 205,794 3 001,951 3 813,977 § 203,768 § 1454 3 38649 § 256,573

The Activity Funds cash balances at June 30, 2014 consisted of the following
Cash and cash equivalents $ 210,362

Certificates of deposit 83,406
$ 293,768
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UNION COUNTY SCHOOL DISTRICT
SCHEDULE OF RECEIPTS, DISBURSEMENTS AND FUND BALANCES

HIGH SCHOOL ACTIVITY FUNDS
FOR THE YEAR ENDED JUNE 30, 2014

Cash Cash  Accounts Accounts Fund
Balances Balances Receivable Payable Balances
July 1, Transfers Transfers June 30, June 30, June 30, June 30,

2013 Receipts  Disbursements In Qut 2014 2014 2014 2014
Academic Team 3 268 $ 614 § 465 § - 3 -8 a1 $ 417
ACT Workshop 260 - - - - 260 260
AG Science 674 1,703 1,358 10 - 1,019 1,019
Alumni Scholarship 357 1 - - - 358 358
Alumni Schelarship CD 2,512 - - - - 2,512 2,512
Art Club - 1,396 601 - - 795 795
Ant Department 3,103 5,716 7,391 - - 1.428 1,428
Art Studio 2,075 255 613 - - 1,717 1,717
Athletic Dept. 2,013 301,225 225,609 10,162 7.163 80,628 § 7.798 72,830
Athletic Participation/ Travel 1,253 9,887 11,620 1,555 25 1,050 1,050
Band 60 175 109 - - 126 126
Baseball . 414 - . - 414 . .
Beta 1,008 - - - - 1,088 1,098
Book Club 131 5 66 - - 70 70
Book Rental 133 18,348 18,342 10 94 55 55
Carol Davis Scholarship 863 3.206 4,159 - - - -
Carol Davis Passbook 7,792 4 4,500 - - 3.296 3,296
Cedar 73 205 285 - - 73 73
Cheerleaders - - -
Chorus 549 1,199 1,395 - - 353 353
Coed-Y 21 - - - 21 - -
Coleman & Hazel Brinkley - 500 500 - - - -
Culinary Skiils 57 - - - 57 - -
Donan Jenkins Scholarship 3,000 - 3,000 - - - -
Drill Team 218 - - - 218 - -
Dr. Douglas Hines Scholarship 10 - 300 300 - 10 10
Douglas Hines Scholarship 2,232 - - - - 2,232 2,232
Drink Machine 1,009 2469 705 - 500 2,273 2,273
EAC 477 207 154 - - 530 530
Ep English 10 - - - 10 - -
F.B.LA 42 2,648 2,705 15 - - -
F.E.A. 528 - - - - 528 528
F.F.A. 5172 28,201 32,156 - 498 719 719 -
FCCLA . 82 - - - - 92 92
Faculty Scholarship - - 500 500 - - -
Faculty/Staff Flower 413 898 1,082 (75) 154 154
FMD 1,212 3,563 3,785 - 60 930 230
Foreign Language 1,460 - 283 - - 1,177 1,177
Football Camp 2,888 4,070 3,615 - 1,155 2,188 789 1,389
Gamers Guild 140 - - . - 140 140
General Fund 1,398 6.285 7,051 94 - 726 88 628
Gifted & Talented - 600 577 - - 23 23
Girls Basketball 65 - - - 65 - -
Girls Soccer Camp 171 - 168 - 3 - -
Goif- Boys 66 - - - 66 - -
Greenwell Scholarship 288 48 - - - 336 336
Sam Greenwell CD 9,650 - - - - 9,650 8,650
Guidance 5,096 11,807 15,728 10 - 1,185 493 692
Heazlth Service 762 5,791 5,074 25 10 2,494 2404
HOSA 208 60 - - - 268 268
Senior Class 2015 714 13,782 10,125 - - 4,371 4,371
Janetta Lane Memorial SC - 500 500 - - - -
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UNION COUNTY SCHOOL DISTRICT
SCHEDULE OF RECEIPTS, DISBURSEMENTS AND FUND BALANCES
HIGH SCHOOL ACTIVITY FUNDS
FOR THE YEAR ENDED JUNE 30, 2014

Cash Cash  Accounts Accounts Fund
Balances Balances Receivable Payable Balances
July 1, Transfers Transfers June 30, June 30, June 30, June 30,

2013 Receipts Disbursements In Qut 2014 2014 2014 2014
Kyle Brantley Schotarship 274 1 - - - 275 275
Kyle Brantley CD (2 CDs) 4,013 - - - - 4,013 4,013
Library 1,017 974 149 - - 1,842 1,842
Lirks YSC 895 500 569 - - 26 26
Math Department 525 25 220 - 25 305 305
Media 931 1,145 1,168 75 - 983 983
National Honor Society 4586 500 996 - - - -
NTHS 280 4,628 3,032 - 1,100 776 776
Operatiion HOPE 206 - 202 . 1 3 3
Payton Mcelroy Schotarship - €,000 6,000 - - - -
Parking Permits 5712 3,455 4,056 - - 5,111 5111
PEP 2,178 4,020 3,631 - 2,415 152 152
Performing Arts 2,083 2,668 4,012 - - 719 718
Project Graduation - 30,397 28,758 515 165 1,989 193 1,796
Region 3 FFA 384 3,724 4,107 483 - 484 484
Science Club 476 - 371 - - 105 105
Science 237 238 - - - 475 475
Senior Class 2014 3,932 2,269 3,196 60 30 3,035 229 2,806
Soccer- Boys Camp 176 - - - 176 - -
SOAP - §77 663 - - 14 14
Student Safety Ambassador 138 - - - - 138 138
Student Reward Money 1,425 1,347 1,958 78 892 882
21st Century Manufacuring 1,386 2,762 3,273 1,100 - 1,975 1,975
Tech Classes 4,048 8,101 7,748 20 - 4,421 4,421
Tennis Team 143 - - - 143 - -
Teenpower 64 - 62 - - 2 2
Track 40 - - - 39 1 1
Tri-M 225 350 432 - - 143 143
Terry Goodwin Scholarship 4,058 - - - - 4,058 4,058
VICA(Skills USA) 384 114 136 - - 362 362
Vocational Electricity 451 2,070 2,035 25 25 486 486
Volleyball Camp Fund & - - - 6 - -
Wrestling 128 - - - 128 - -
Yearbook 26,270 26,183 25,364 (341) - 26,728 26,728 -
Yearbook 2008 - - (%) - g - R
Gaming 204 204 204
Totals $ 122992 % 528676 § 466,670 $ 14621 3 14621 $ 184098 § - §37,047 § 147.951




UNICN COUNTY SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2014

Federal
Federal Grantor/ Pass Through Grantor/ CFDA Pass-through Federal
Program Title Number Number Expenditures
U.8. Department of Education
Passed through Commonwealth of Kentucky
Department of Education:
Tide I Grants to Local Education Ageacies 84.010 3100002-13 $ 307,458
Title I Grants to Loca! Education Agendcies 24 010 3100002-12 266,244
Total Title I 573,702
Special Educaton Cluster:
Spectal Education-Grants to States 84.027 3810002-12 116,231
Special Education-Grants to States 84027 3810002-13 443916
560,147
Special Bducation-Preschool Grants 84.173 3800002-13 43,746
Special Education-Preschool Grants 84.173 3800002-12 61,549
105,295
Total Special Education Cluster 665,442
Improving Teacher Quality State Grants 84.367 3230002-13 118,257
Improving Teacher Quality State Grants 84.367 3230002-12 4,620
122,877
Rual Education Achervement Program 84.358 3140002-13 41,897
Rual Education Acheivement Program 84.358 3140002-12 43,097
84,994
Vocational Education Basic Grants 1o State 84.048 4621332-13 9,008
Vocational Education Basic Grants to State 84.048 4621332-13 25,749
34,757
Race to the Top 84 413A 39560002-11 4,034
ARRA School Improvement Grants, Recovery Act 84.388A 4100302-09 14,571
Total Kentucky Department of Education 1,500,377
Passed through Green River Regional Educational Cooperative
Preschool ARRA 84416A B416A130210-13A 21,246
Total US Department of Education 1,521,623
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UNION COUNTY SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS, Continued
FOR THE YEAR ENDED JUNE 30, 2014

Federal
Federatl Grantor/ Pass Through Grantor/ CFDA Pass-through Federal
Program Title Number Number Expenditures
1.5, Department of Agriculture
Passed through Kentucky Department of Bducaton:
Child Nutnition Cluster;
Schooi Breakfast Program 10.553 7760005 13 44,399
School Breakfast Program 10.353 7760005 13 164,747
209,146
National School Lunch Program
Cash Assistance 10.555 7750002 13 120,376
Cash Assistance 10.555 7750002 14 420,037
540,413
Noncash Assistance - Commodities (Note () 10.555 Fund 51 72,041
612,454
Summer Food Service Program for Children 10.559 7690024 13 505
Summer Food Service Program for Children 10.359 7740023 13 4,826
Summer Food Service Program for Children 10.559 7740023 14 10,035
ke
Tota! Child Nutrition Cluster 836,966
Total U.8. Department of Agriculture 836,966
Total Federal Expenditures $ 2,358,380

Note A: Basls of Presantation;

This Scheduls of expenditures of federal ewards includes the federal grant activity of the Union County School District
under programs of the federal govemment for the year ended June 30, 2014. The information In this Schedule Is
presented In accordanca with the requirernents of Clreufar A-133, Audits of States, Local Govemments, and Non-Profit Ormpanizations.

Because this Schedule presents only a selected portion of the operations of the Unlfon County School District,

itis not intended to and does nat present the financlal position, changes in nel posilien, or cash flows of the

Unlon Gounly School Distriet,

Note B. Summary of Significant Accounting Pollcias:

(1) Expendltures reported on this Schedule are reporied on the accrual basis of accounting. Such expenditures are racognized
following the cost principles contained in OMB Cireular A-87, Cost Principles for Sfafs, Local, ard Ingian Tribal Governments . wherein,
certain types of expendiures are nol allowable or are limited as to relmbursement,

(2) Pass-through entity identifying numbers are presented where available,

Note C: Comrnoditles:

Nonmenetary assistance Is reported in the Schedule at the falr market value of the USDA food commadities recelved and disbursed.

Note D: Medicaid Reimbursements:

Although reported in the financial statemnents as direct federal rsvenue. medicaid reimbursements($115,590) are not considerad
expenditures of federal awards for the purposes of the schedule
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INDEPENDENT AUDITOR S REPORT ON INTERNAL TONTROL OVER FINANCIAL REPORTING
". AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANGCIAL -
STATEMENTS.F’ERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

State Committee for School ‘District Audits
- Membets of the Board of Education
Union County School District -
'Morganf eld, Kentucky

We have audited, in accordance with the auditing standards generally aceepted in the United States of
“America; the standards applicable 1o’ financial audits contaifed in- Governmient Auditing Standards jssued

by the Comptroller Generaf of the United States, and the audit requirements prescribed by the State -
Committee for” School ' DistrictAudits’ Fiscal year 2013-2014 Financiall Audit Contract, the financial
statements of the.governmental activities, the business-type activities, each .major fund, and the aggregate
remaining fund information of Union Counfy School District as of and for the year ended June 30, 2014,
and-the related notes to the financial statements, which collectively comprise the Union County Board of . °
Education’s basic financial statements and have issued our report ihereon dated October 22, 2014

" Enterna! Ccntrol OVer Fmancral ReDortan

Irr ptanmng and performlng our audit of the fi nanCIaI statements we considered Union County School

- District's internal control over financial reportlng (internd] control) to determine the audit procedures that are
appropriate in the c1rcumstances for the purpose. of expressing our opinions.on the financial statements, but
not for the purpose of expressing an opinion on the effectiveriess of the Union County School District's
_rnternal controf: Accordlngly, we do not express an opinion-on-the efféctiveness of the Union County
School District’ s Jntemal control

A deficiency in rnternal coﬁtro! exnsts ‘when'the desrgn or operatron of a control does-not allow management
- or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
" misstatements on.a tlmely basis. A material weakness is' a deficlericy, or a combination of deficiencies, in
internal control such 'that-there is a reasonable possibility that a.matenal misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis. .A srgmi"cant
. deficiency is a defi iciehgy, or'a combination 6f deficiencigs, in internal control that.is.less seveére than a
'matenal weakness yet |mportant enough to merit attention by those charged-with gcvernance

Our conSIderatlon of mfernal ccntrol was- for the limitéd purpose descnbed in the first paragraph of this
section and was not de3|gned to |dent|fy ‘all deficiencies in intemal control that might be material
weaknesses or; 5|gn|f cant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exrst that have not been rdentlﬁed :

Ccmm_nce and Other Matters -

<. As part of. obtaifing reasonable assurance -about whether Union County School Districts financial

. statements are free’ of material misstatement, we performied tests of its compliance with certain provisions

"~ of laws, régulations, contracts, and grant agreements, noncompliance with which could.have a direct and
_material effect-on the determination of financial statement-amounts. However, providing an opinion on

*. ‘compliance, with -those- provisions was not an objective_of our audit, and accordingly, we do not express
such an opm:on The results of our tests disclosed no mstances of noncompllance or other matters that are
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required to be reported under Government Auditing -Standards. In addition, the results of our tests
disclosed no instances of material noncompliance of specific state statutes or regulations identified in the .
State Committee for School District Audits’ Fiscal Year 2013-2014 Financial Audit Contract.

We noted certain matters that we have reported to maﬁ_agement of the Union County School District ina
separate letter dated October 22, 2014. )

"Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal contro! and compliance
and the results of that testing, and not to provide -an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Mfrdomncc e, 43P
" Afford, Nance &kﬁ::ip -

Madisonville, KY
October 22, 2014
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" INDEPENDENT AUDITOR'S REPQR'I; ON-COMPLIANCE FOR EACH M"AJdR PROGRAM AND ON
. INTERNAL CONTROL.OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

. State Committee for School District Audits
‘Members of thé Board of Education
" Union €otinty School District
-Morganfield, Kentucky . .

&

- Report on Compliance for Each Major. Federal Prodra_m_ :

We have audited Union County School District's compliance with the'types of compliance requirements described
in the OMB Circular.A-133 Compliance Supplement that could have a direct and material effect on each of Union
County -School District's major federal programs for the year ended June 30, 2014. Union County School
District's major federal programs are identified in the summary of auditor's results section of the accompanying
schedule of findings.ahd questioned costs. ) :

Management's Responsibility - _ L L g

_ Mér_{agement is -responsible for compliance with the requirements of lav;fs, regulations,” contracts, and grants
apﬁlicabté toits fed.eral programs. -0 e T - ' .

H

Auditor’s Resp onsibiiity. . - .-

Our-responsibility is to express-an opinion on. compliance for'each of Union County School District's major federal
programs based on our audit of the types of compliance requirements referréd to above. We conducted-our audit
of compliance 'in accofdance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller -
“General of the ‘United States; and OMB Circular A-133, Audits of States, Local Governments,-and Non-Profit

. Organizatioris and the audit requirements prescribéd by the State Committee for School District Audits' Fiscal -
-Year 2013-2014 Financial Audit Contract. Those standards, requirements, and OMB Circular A-133 require that
we plan and perform the audit-to obtain. reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal -
program occurred. An audit includes examining, on a test basis, evidence about Union County School District's
compliance with those requirements and performing such other procedures as we considered necessary in the

. circumstances: ‘ . . o . .

We believe that our audit provides: a reasonable basis for our .opinign on corriplianéé for each major federal

program. However,. our- audit does not provide a‘[egal_ determination on Union County School District's-
compliance. . ’ . . . ’ : .. . ) }

Opinion on Each Maior Federal Program
“In our opinion, Union County Sch:cQ_dI District complied, in all material respects, with the types of compliance

requirements referred to above that could have a direct and material effect an each of its major federal programs
for the year ended June 30, 2014, - Co I
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Report on lntémal Control Over Cbmgliance

Management of Union County School District is responsible for establishing and maintaining effective internal
control over-compliance with the types of compliance requirements referred to above. In planning and performing
-our audit of compliance, we considered Union County School District’s internal .control over compliance with the
types of requirements that could have'a direct and material effect on each major federal program to determine
the auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over compliance in
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion of the effectiveness of
internal control over compliance.- Accordingly, we do not express.an opinion on the effectiveness of Union County
School District’s internal control over compliance. - : '

A deficiency in intérnal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the narmal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on a
timely basis. A material weakness in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency in internal control over compliance is & deficiency, or a
combination of deficiencies, in internal contro! over compliance with a type of compliance requirément of a federal
program that is less severe than a material weakness in internal control over campliance, yet important enough to
merit attention by those charged with governance. .

Our consideration of internal controt over compliance was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses, or significant deficiencies. -+ We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified. .

The purpose of this report on internal control over'compliance is solely to describe thé scope of our testing of
internal control over compliance and the results of that testing based on the requirements of OMB Circular A-133.
Accordingly, this report is not suitable for any other purpose.

Alford, Nance & Jones, LLP
Madisonville, KY ’

October 22, 2014
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UNION COUNTY SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2014

Summary of Audit Results

1.

The auditor's report expresses an unmodified opinion on the financial statements of the
Union County School District.

No significant deficiencies relating to the audit of the financial statements are reported in the
Independent Auditor's Report on Internal Control over Financial Reporting and Compliance
and Other Matters Based on an Audit of Financial Statements Performed in Accordance
With Government Auditing Standards.

No instances of noncompliance material to the financial statements of Union County School
District were disciosed during the audit.

There were no deficiencies in internal control disclosed during the audit of the major federal
award programs as reported in the Independent Auditors’ Report on Compliance for Each
Major Program and on Internal Control Over Compliance Required by OMB Circular A-133.
No material weaknesses are reported.

The auditor's report on compliance for the major federal award programs for the Union
County School District expresses an unmodified opinion on all major federal programs.

There were no audit findings that are required to be reported in accordance with Section
510(a) of OMB Circular A-133.

The programs tested as major programs included:

Child Nutrition Cluster:

- National School Lunch 10.655
- National School Breakfast 10.553
- Summer Food Service 10.559
Improving Teacher Quality 84.367

Special Education Ciuster
-Special Education Grants to States 84.027
-Special Education-Preschool 84.173

The threshold for distinguishing Types A and B programs was $300,000.

Union County Board of Education was determined fo be a low risk auditee.
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UNION COUNTY SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS, Continued
FOR THE YEAR ENDED JUNE 30, 2014

Findings-Financial Statements Audit

None reported.

Findings and Questioned Costs - Major Federal Award Programs Audit
None reported

Schedule of Prior Audit Findings {Relative to Federal Awards)

None reported
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.. J. Wesley Alford, Jr., CPA
* Jacqueline L. Nance, CPA -

ALFORD, NANCE é.:JUNES, LLP - o . S Theresa A. Jenes, CPA

CERTIFIED PUBLIC ACCOUNTANTS Lori A. Oakley, CPA

108 South Main Street, Suite 101 » Madisonville, Kentucky 42431 o 570-825-4578 + Fax: 270-821-3521

i

Kentucky State Committee for School District Audits -
Members of the Board of Education ) )
.. " Union county Schaol District
" Morganfield, Kentucky

. In planning and performing our audit of the financial statements of the Union County School

"+ District for the year ended June 30; 2014, we considered the District's_internal controls to

defermine our-auditing procedures for.the purpose- of expressing an -opinion on the financial
statements and not te provide assurance on the internal control. K g :

- -~ However, during our audit, we became aware of several mattérs that are opportunities .for
* strengthening internal controls and operatingefficiency. The-memorandum that accompaniés
this lette summarizes out comments and suggéstions Tegarding those matters. - A separate
report dated October 22, 2014. contains our report 'on significant -deficiencies- and material
weaknesses,.if any,-in the District's intermal-controls. This letter does not affect our report dated

; October22, 2014 on the financial statements of thé Union  County Schdol District:

We appreciate. the -opportunity to bring these comments to your attention. We have already
discussed many of these comments .and suggestions with various District personnel, and we
. © will be pleased to-discuss them in further detail at your convenierice, to perform-any additional
LA _ " study of these maitters, or to assist you in implementing the recommendations. '

0o R, 43P
" Alford, Nance & Jones, LLP ~ . - S

Madisohville, KY -
October 22, 2014
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UNION COUNTY SCHOOL DISTRICT
MANAGEMENT LETTER POINTS
FOR THE YEAR ENDED JUNE 30, 2014

CURRENT YEAR MANAGEMENT LETTER POINTS

School Activity Funds

The KDOE “Red Book” requires the use of specific forms {or reasonable facsimiles) and various procedures
for certain activities. Below summarizes required forms or procedures not being used correctly:

Some checks missing dual signatures

Not using the inventory control worksheet correctly

Paid sales tax

UCHS UCMS MES SES UES

No purchase order for expense reimbursement
Multiple receipt form not correctly used at times
Money held by sponsor and/or not deposited timely
inventory Control worksheet not used correctly

Ticket sellers did not initial form

Fundraiser organization gave teacher fund money

Purchased musical instrument
Inwice dated prior to purchase order
Amount paid before purchase order

Office supplies purchased with student money

Missing fundraiser approval

Some deposit tickets not initialed by ancther person

Fundraiser worksheet not signed by sponsor

Amount deposited does not agree with documentation

Fundraiser worksheet not used
No inventory control worksheets

Teacher Christmas lunch paid out of PTO actiivy fund

o M KX

X
X
X
X
X X
X
X
X
X
X X
X
X
X
X
X
X
X

Recommendation. We recommend that the principal and secretary at each school review the “Red Book” and
comply with its requirements regarding the use of these procedures.

Response. We concur with the comment and will stress complia

nce with the “Red Book™. Management

intends to also conduct a “Red Book® training session to educate the school financial secretaries and
administration on compliance guidelines related to School Activity Funds.
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UNION COUNTY SCHOOL DISTRICT
MANAGEMENT LETTER POINTS
FOR THE YEAR ENDED JUNE 30, 2014

PRIOR YEAR MANAGEMENT LETTER POINTS

School Activity Funds

The KDOE “Red Book” requires the use of specific forms (or reasonable facsimiles) and various procedures
for certain activities. Below summarizes required forms or procedures not being used correctly:

UCHS UCMS MES SES UES

Interest earned on all acounts posted to General fund
Not using Redbook form FSA-17

Did not use Ticket Requistion form properly

Some deposit slips not properly initialed

No supporting documentation for sale of Greenhouse plants(2nd yr)
Principles combining budget filed late

Some booster organization reports not submittedftimely
Purchase over $1,500 not approved by Central office
Missing invoice for online purchase

Some PQO's dated after inwice date X X
Money held for a week before being deposited X

Did notuse inventory control worksheet X X
Missing deposit tickets/other documentation X
Purchased office supplies, etc with student money X

Multiple receipt form not dated X

O0¢ 3¢ XX M XX

Recommendation. We recommend that the principal and secretary at each school review the "Red Book” and
comply with its requirements regarding the use of these procedures.

Response:. We concur with the comment and will stress compliance with the "Red Book”. Management
intends to also conduct a “Red Book” training session to educate the school financial secretaries and
administration on compliance guidelines related to School Activity Funds.

FYE 6/30/14; See current year comment

School Food Service

1) Food service operations reported a decrease in net position for 2013 in the amount of $80,424. In addition,
the general fund had to loan the food service operation $113,858 to pay current operating expenses.
Management acknowledges the decrease in net position and cash for the year, but appears to have passively
investigated or implemented policies or procedures to mitigate the decline during the past three years.

Recommendation: We recommend management take a proactive approach to food serv_ice operations and
monitor and compare operations by locations, particularly cost of food per meal, participation, and total costs
to identify trends and problem areas and actively investigate and make changes throughout the year.

Response: The food service coordinator and other members of the administrative team will proactively

develop and continuously monitor an action plan geared towards increasing revenues and reducing costs in
food service operations.
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UNION COUNTY SCHOOL DISTRICT
MANAGEMENT LETTER POINTS
FOR THE YEAR ENDED JUNE 30, 2014

School Food Service, continued
FYE 6/30/14: The food service coordinator and members of the administrative team have implemented

policies and procedures to improve food service operations. The loan from the general fund has been
reduced to $1,655 and the food service operations reported an increase in net position $31,744.

2) Accounts receivable from student charged meals has increased from the previous year. At June 30, 2013,
the balance is $25,121, an increase of $9,354 from 2012.

Recommendation: We recommend increased efforts be maintained to collect previous student charges and
to implement and adhere to one current student charge policy.

Response: We will adhere to the existing policy set forth by food service which ailows a $6.25 charge
balance per student. The District will increase efforts to collect previous student charges and will continue
monitor student charge accounts on a regular basis.

EYE 6/30/14: The District has adhered to the existing policy on charged accounts for 2014 and have
collected $12,883 of past due accounts.

3) During our site review of operations at Morganfield Elementary, we noticed the students going up to the
register, and announcing their name to the cashier A keypad was connected to the register but placed
behind other items.

Recommendation: We recommend management consider using keypads at all of the cash registers and
inputting student photographs in the system. Students can easily hold their trays and key in a number. [n
addition, the State report indicates the preference of using student keypads. This will enable the cash register
operator to more adeguately monitor the meal tray and any negative balances on the student accounts. In
addition, students will not be concerned or able to abserve the cash register screen until it is cleared and their
turn.

Response: We concur with the recommendation for utilizing keypads at all cash registers and will evaiuate
current procedures and options for improving.

FYE 6/30/14: We concur with the recommendation for utilizing keypads at all cash registers at the middle and
high school grade levels and will evaluate current procedures and options for improving. With the recent
implementation of the Community Eligibility Option at all elementary schools, management has determined
that current procedures which do not utilize the key pads are the most efficient.

4) Currently the food service director is traveling to Uniontown Elementary to pick up and deposit the food
service deposit on a regular basis.

Recommendation: We recommend the food service director coordinate the depositing of food serv}ce
receipts with the Uniontown activity fund bookkeeper. The activity fund bookkeeper should be making
deposits on a regular basis for the school and able to make a separate deposit for the lunchroom operation.

Response: We concur with the recommendation and will implement an alternative method to make the daily
food service deposits.

EYE 6/30/14: The District has implemented a procedure in which the school activity fund bookkeeper

coordinates school activity fund deposits with that of the lunchroom receipts. This has eliminated the need for
the food service director to travel to the school to collect food service deposits.
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